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days in Sarajevo 

The United Nations High Commissioner for 
Refugees warned that conditions in the besieged 
Bosnian city of Sarajevo were worsening and 
UN stores had dwindled to three days' food supply 
since the suspension of humanitarian flights. 
Renewed air attacks prompted call? for the urgent 
creation of a no-fly zone over Bosnia. But interna- 
tional mediators in Geneva for fresh talks s a i d 

■ there was a new mood In Belgrade which could 
provide better prospects for peace. Page 7 

Lufthansa, the German national carrier, filed 
a joint qualifying bid for Continental Airlines, 
the bankrupt US carrier, with Marvin Davis, 
the Californian financier. Page 21 

Body Shop Intauitattonal, natural cosmetics 
company, saw its shares drop 40 per cent following 
a warning that profits for the six-months to end 
August would fall to not less than £8m ($15. 8m), 
compared with £9.1m the year before. Page 21 

Mitterrand to work on de sp ite cancer 

French president Fran- 
cois Mitterrand is suffer- 
ing from prostate cancer, 
although doctors believe 
he is in no danger, 

bnt the flTm n iinry»nw|f 

sparked fresh speculation 
about the 75-year-old 
president's political 
future. He is expected 
to carry out his full 
j&kj? presidential duties 
' as normal Page 20 

Goto, Swedish holding company which owns 
GotaBank, Sweden's fourth largest commercial 
bank, said it had suspended all payments due 
to funding problems. Its liabilities amount to 
about SkrS^bn ($632m). Page 21 

Stalemate In tariffs rows Talks between 
the US and China, aimed at heading off the threat 
of a trade war over access for US goods, ended 
in failure. Washington said China could not be 
allowed to run up a huge trade surplus while 
keeping its own markets closed through tariffs, 
import licensing and other barriers. Page 8 

Mitsubishi Motors of Japan and Daimler-Benz 
are dose to an agreement under which Mitsubishi 
will supply the German vehicle group with diesel 
engines for light trucks. Page 8 

Children's death toRt Some 50m of the 450m 
chfldrerrm south Asia will die by the end of this 
riprarte qtrilp<B> health-fsicilities are improved, the 
UN Children’s Fund said. 

Austrian ba nk i n g mtwrse The Austrian 
government will raise its withholding tax on 
savings and dividends next year to approximately 
20 per cent, dealing the way for outlawing the 
country's controversial anonymous bank accounts. 
Page 7; Austria still-profits. Page 8 

Fiat franchfiMK Automotive and financial 
Group, the motor retailer controlled by Octav 
Botnar, succeeded In gaining the Fiat group fran- 
chise lor 25 of its dealerships. Page'll 

No aid for reactors; Crumbling nuclear 
reactors in eastern Europe and the former Soviet 
Union are unlikely to get financial aid from OECD 
countries this winter. Page 7; Plant to stay dosed. 
Page 11 

India Hfts fuel prices: India raised petroleum 
prices by 18 per, cent as part of its drive to reduce 
government subsidies and the fiscal deficit Only 
kerosene, used for cooking by the very poor, 

-escaped the increases. Page 10 

Mkfoast accord: Israeli and Syrian, offi c ial s 
made significant progress during talks in Washing- 
ton towards agreeing a Joint statement of principles 
that wouldfonn the basis of substantive peace 
negotiations between them. Page 10 

Hostel Maze kills 11: At least 11 people 
were killed and 15 injured when fire gutted a 
hostel for 35 homeless and mentally ill people 
in The Hague, Netherlands. Two firefighters and 
a policeman were among the injured. 

Concerts bsumfe Italy banned operas and 
concerts at Rome's Baths of Caracalla. saying 
vibrations, stage lighting and heavy electrical 
cables were destroying the 1,800 year-old ruins. 

HWor burial m ystery; Archive film, believed 
to be from KGB secret police files now being declas- 
sified, showed a corpse said to be that of Adolf 
Hitler lying in the yard of the Berlin Chancellery, 
if authentic, the film throws doubt on reports 
that Hitler's body was destroyed by German officers 
after he committed suicide. 
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By Philip Stephens In 
London and Our Foreign 
and Economics Staff 

BRITAIN was forced last night to 
abandon its commitment to hold 
sterling's value against the 
D-Mark after an unprecedented 
5-point rise in interest rates to 15 
per cent failed to avert a 
full-scale sterling crisis. 

The announcement that ster- 
ling’s membership was being 
"suspended" in the European 
exchange rate mechanism 
brought an acknowledgment 
from within the UK government 
that the pound would be deval- 
ued against the D-Mark before 
rejoining the ERM. 

The move accelerated sterling’s 
fall below its ERM floor which 
had begun after the close of Euro- 
pean trading. The pound closed 
In New York at DM2.6961, more 
than 8 pfennigs below its floor of 
DM2.7780, and at $1.7855, 8 cents 
lower than 24 hours previously. 

The decision plunged Mr John 
Major's government into an 
extraordinary political crisis, 
undercutting the central plank of 
the prime minister’s economic 
strategy. Mr Major has repeat- 
edly insisted that he would never 
devalue the pound. 

Mr Norman Lamont, the chan- 
cellor of the exchequer, said the 
suspension meant that the sec- 
ond of the two interest rate rises 
announced during yesterday's 
turmoil would not come Into 
effect Base rates will stand at 12 
per cent this morning. 

It was not immediately clear 
whether other embattled curren- 
cies in the ERM would follow 
suit Mr Theo Waigel, the Ger- 
man finance minister, said last 
night he expected the suspension 
to be restricted to the pound and 
that it would rejoin the ERM 
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after a short period. 

Earlier in the day there were 
strong rumours that the Bank of 
Italy was preparing a similar 
move for the lira by letting it 
float. The central bank issued a 
formal denial but later Mr Carlo 
Axeglio Ciampi, the governor, 
met Mr Giuliano Amato, the 
prime minister, along with the 
government’s full economic team. 
They were believed to have pre- 
pared an Italian reaction to any 
such British move. 

With the peseta in the same 
wide band of the ERM as sterling 
had been, the outlook is likely to 
be strongly affected by the Brit- 
ish suspension. The Madrid gov- 
ernment, while making no imme- 
diate-comment, had previously- 
rejected devaluation. 

As European Co mmunit y offi- 
cials gathered in Brussels to dis- 
cuss the turmoil, there was spec- 
ulation among Conservative MPs 
that Mr Lamont might be forced 


to resign. But the initial signals 
from 10 Downing Street were that 
he would remain in office. 

During an extraordinary day 
which saw the Bank of England 
spend £7bn from its foreign cur- 
rency reserves in a futile attempt 
to buttress the pound, Mr Major 
summoned senior colleagues to a 
series of crisis meetings. 

As Whitehall was engulfed by 
an atmosphere of crisis, Mr Robin 
Leigh-Pembertou, governor of the 
Bank of England, joined minis- 
ters in talks over whether the 
government would be forced to 
abandon the central plank of its 
anti-inflation strategy - the 
maintenance of sterling's DM2A5 
central rate in the ERM. 

Mr Major had staked his gov- 
ernment’s political reputation on 
a refusal to devalue the pound. A 
retreat now will seriously under- 
mine his authority. But with 
unofficial estimates that the 
Bank of England may have spent 
more than a quarter of its 
reserves in a single day, there 
was no certainty among minis- 
ters that the lice could be held 
until after Sunday's French refer- 
endum on the Maastricht treaty. 

The speculation against the 
present ERM parities also threat- 
ened to spark a political crisis 
within the European Community, 
with Britain, blaming the Bundes- 
bank for fuelling the speculation 
against the pound. 

Mr Lamont was last night hop- 
ing that sterling would rejoin the 
ERM on Monday. There is no pre- 
cedent, however, for a currency 
suspending its ERM membership 
and the UK goverament~was Iast 
night discussing the move with 
the EC monetary policy commit- 
tee. 

Britain’s parliament, currently 
Continued on Page 20 
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Europe’s market turmoil 


I Ely Our Foreign and 
Economies Staff 

STERLING'S membership in the 
European exchange rate mecha- 
nism was suspended yesterday 
after the largest assault by cur- 
rency speculators on the Euro- 
pean ERM since its formation in 
1979. 

The move concluded a day of 
extraordinary confusion cm Euro- 
pean foreign exchange markets, 
and allowed the government to 
rescind the second of two interest 
rate increases it had announced 
during the day. 

The Bank of England had ear- 
lier announced rises in the 
benchmark minimum lending 


rate from 10 per cent to 12 per 
cent and then to 15 per cent 

The turmoil came after foreign 
exchange traders pounced on the 
uncertainty surrounding next 
Sunday's French referendum on 
the Maastricht treaty on Euro- 
pean union to increase specula- 
tion about an imminent realign- 
ment of the European ERM. 

An emergency meeting or the 
European Community's mone- 
tary committee - with powers to 
decide on currency realignments 
- was also called last night after 
discussions among senior eco- 
nomic policy makers in Europe. 
Attempts by central banks to dis- 
courage the speculators had 
failed to make an impact. 


The announced 5 percentage 
point rise in UK interest rates 
and huge purchases of sterling by 
the Bank of England left the 
pound beneath its permitted floor 
against the D-Mark in the ERM. 
Other big interventions in 
Europe did not alleviate renewed 
pressure on the Italian lira - 
devalued by 7 per cent only at 
the weekend - and the peseta. 

Although the pressure was 
highest in London, most of 
Europe's finan cial capitals were 
in turmoil: 

• In London, overnight money 
market rates spiked to 100 per 
cent, while the one-month rate 

Continued on Page 20 
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Urgent action: Robin Leigh-Pembertou, governor of the Bank 
of England, harrying yesterday into the Treasury. Interven- 
tion by the Bank brought only a respite for troubled sterling 
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Germany 
may offer 
interest 
rate deal 


By Andrew FI after In Frankfurt 
and Quentin Peel In Bonn 

THE BUNDESBANK said last 
night that it could not comment 
on whether today's regular coun- 
cil meeting would decide to 
make a further German interest 
rate cut after the suspension of 
sterling from the European Mon- 
etary System. 

“We shall have to wait for the 
meeting,” a Bundesbank spokes- 
man said last night. Speculation 
was rife yesterday, ahead of the 
decision on sterling, that a fur 
ther realignment could be 
accompanied by further cuts In 
German interest rates. 

* However, the Bundesbank has 
to weigh against such hopes the 
strong reeling in Germany that it 
should continue to act In the 
interests of domestic monetary 
stability. Germany's high inter- 
est rates reflect the central 
bank's determination to curb 
inflation in the wake of the eco- 
nomic pressures caused by reuni- 
fication. 

After a chaotic day on foreign 
exchange markets, culminating 
in the suspension of sterling 
within the exchange rate mecha- 
nism, economists and traders 
looked ahead to today's meeting. 

“We need a more comprehen- 
sive realignment,” said Mr Her- 
mann Remsperger. chief econo- 
mist at BHF-Bank in Frankfurt 
“For years, the illusion has been 
built up that exchange rates in 
the European Monetary System 
could remain fixed." 

Mr Richard Reid, economist at 
UBS Phillips & Drew in Frank- 
furt, said: M I think the Bundes- 
bank will consider cutting rates 
further as part of a broader 
realignment It is obviously 

Continued on Page 20 
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Italy suffers further run on the lira 


By Robert Graham In Rome 

THE LIMITED breathing space 
afforded the Italian government by 
Monday's 7 per cent devaluation was 
wiped out yesterday by a sustained 
wave of speculation against the lira, 
forcing the currency below its 
D-Mark floor. 

The plight of the lira in another 
chaotic day on the European cur- 
rency markets - combined with a 5 
per cent slide on the Milan bourse 
and a jump in overnight money rates 
to SO per cent - led to rumours the 
Italian currency would be allowed to 
float 

Ahead of the suspension of ster- 


ling in the Exchange Rate Mecha- 
nism and the meeting later last 
night of the European Monetary 
Committee, the Bank of Italy denied 
the rumours. The cabinet for its part 
will meet this morning and is due to 
announce some emergency measures 
tackling spending along with an 
advance of the 1993 budget 

Late yesterday, Mr Carlo Azeglio 
C lam pi, the governor of the Bank of 
Italy, and Mr Lamberto Dlni, the 
manag in g director, had a meeting at 
the prime minister's office with Mr 
Gluliano Amato, the prime minister, 
and his three economic ministers. 

Although there was no comment 
on the meeting, it was at one level 


intended to demonstrate the cabinet 
and the Bank of Italy were co-ordina- 
ting closely after suggestions that 
Mr Ciampi was unhappy with the 
government's bandog Sunday’s 
devaluation. 

Earlier In the day Mr Amato went 
before the Chamber of Deputies to 
defend his controversial decision last 
Wednesday to seek emergency pow- 
ers to handle the economy. 

He insisted such powers were nec- 
essary for the executive to react in 
real time to a fast-moving crisis. 
However, he said he was willing to 
negotiate the terms on which such 
powers were granted by parliament 
and shifted the debate on to the need 


for a united front to adopt tough 
economic measures. 

The lira's slide from its central 
position in the European Monetary 
System realignment agreed over the 
weekend of LS10 against the D-Mark 
to L828 in late trading came despite 
heavy intervention by the Bank of 
Italy and the Bundesbank. 

The lira also fell sharply against 
the dollar and yesterday at Ll.219 
was almost 12 per cent below Its 
Friday fixing. 

One banker said the lira's fail con- 
tained elements of sheer market hys- 
teria, apart from the lure of specula- 
tive gains; but the pressure was also 
based on cold assessments that the 7 


per cent devaluation had been insuf- 
ficient. 

Hopes among Italian officials that 
the troubles of sterling would dis- 
tract attention proved groundless. 

The one positive development yes- 
terday was the approval by the Sen- 
ate of a special decree granting the 
government authority to carry out 
reforms of pensions, health, regional 
administration and the civil service, 
the main causes for overspending In 
the public sector. The decree looks 
set to be endorsed by the Chamber 
of Deputies and this will enable the 
government to prepare in detail the 
1993 budget. 

The reforms are expected to pro- 


Italians trace problems 
back to budget deficit 

Haig Simonian on a constantly shifting figure 

W ITH the lira coliaps- prime minister. The blame lies forecasts, we guess the figure 
lng and Italian equi- largely with deteriorating state is nearer L19O,00Qbn owing to 
ties in apparent free finances in 1991, which may recent rises in interest rates 


W ITH the lira collaps- 
ing and Italian equi- 
ties in apparent free 
fall, the focus has again shifted 
to the country's main source or 
its problems - the budget defi- 
cit 

Understanding the deficit is 
like taking a bubble bath in 
numbers: there are lots of 
them and they keep moving. 
The size of the figures stem 
from the low unit value of the 
lira and the magnitude of the 
state debt. Their constant 
changes derive from uncer- 
tainty even among experts as 
to how much Italy owes and 
the dynamics of shifting inter- 
est rates and inflation. 

Rising prices after Sunday's 
devaluation are one of the rea- 
sons why even the latest set of 
forecasts, prepared each July 
by Italy’s three economics min- 
istries, are already in doubt. 
The cut in the lira’s value will 
add about half a percentage 
point to this year's price rises, 
according to the Confindustria 
employers' federation. 

Until last year Italy had been 
making some progress on con- 
trolling its vertiginous debt In 
1990 the so-called “primary def- 
icit" - spending net of interest 
payments on the debt - was 
set to become positive, mean- 
ing government receipts would 
exceed spending, excluding the 
huge cost of debt servicing. 

Expectations of a positive 
primary deficit have now been 
postponed to next year, accord- 
ing to Mr Giuliano Amato, 


prime minis ter. The blame lies 
largely with deteriorating state 
finances in 1991, which may 
mark a nadir in political 
responsibility for managing the 
debt 

The prospect of elections 
made ministers reluctant to 
take unpopular moves in the 
closing months of Mr Giulio 
Andrea tti’s government, even 
though it was apparent that 
assumptions of a lower deficit, 
made when the 1991 budget 
was presented in September 
1990, were no longer valid. 

As a result last year’s deficit 
amounted to 10.7 per cent of 
GDP, while the total debt 
reached 104 per cent of GDP. 

Failing remedial addon, this 
year’s figure would have 
reached at least L180,000bn 
(£81bn), equivalent to 11A per 
cent of GDP, while the total 
debt would have hit 108 per 
cent of GDP, according to the 
•new government 

That was way above both the 
Andreotti government’s origi- 
nal L127AOObn target and the 
revised Ll60,000bn released in 
March. If allowed to run 
unchecked the deficit would 
have reached more than 18 per 
cent of GDP in 1995, when the 
total debt would hit almost 141 
per cent of GDP. 

“Even the LlSO.OOObn may no 
longer be valid." warns the 
chief economist at one of 
Italy's biggest banks. "It’s diffi- 
cult to say how much it has 
drifted but, 10 weeks from pub- 
lication of the government’s 
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forecasts, we guess the figure 
is nearer L190,000bn owing to 
recent rises in interest rates 
and worsening economic condi- 
tions, which have lowered tax 
receipts.” 

Mr Amato's first step on 
coming to office was a 
L30,000bn emergency budget 
for 1992, bringing down this 
year's deficit to LlSO.QOObn, or 
9.9 per cent of GDP. But it is 
his next move which is most 
important 

The 1993 budget, to be 
unveiled shortly, requires 
swingeing spending cuts and 
new revenue raising measures. 
While economists predicted the 
total package would be worth 
L83,000bn last month, the rise 
in interest rates and economic 
slowdown has led to forecasts 
of at least LlOCMJOObn now. 

The increase in the expected 
size of next year’s measures 
also stems from doubts about 
the efficacy of the emergency 
budget and the assumptions on 
which future years' forecasts 
have been based. 

The emergency budget com- 
prises extra revenue and fewer 
spending. About L16£00bn will 
come from increased charges 
for services like driving 
licences and other permits. 

But economists are doubtful 
about both the remaining com- 
ponents. 

The government expects 
L7.000bn from privatisation, 
but with only four months left 
to run this year it is hard to 
see the full amount arriving by 
end-December. Bankers also 
doubt the government will 
make L7,000bn in spending 
cuts in view of rising political 
opposition within the coalition. 

“We reckon of the L30,000bn 
total, only L20A00bn is certain. 
So our forecast for this year’s 
deficit is L160,00Qbn, or around 
10.5 per cent of GDP," says one 
economist 




Brokers yesterday on the Frankfurt stock exchange where share prices fell. See World Stock Markets 

Peseta slides despite intervention 


By Tom Bums in Madrid 

SPAIN'" WAS braced for an 
interest rate rise yesterday as 
intervention by the central 
hank failed to prevent the 
peseta from depreciating by 
more than 4 per cent and 
becoming a perilously weak 
currency within the European 
Exchange Rate Mechanism. 

Dealers in Madrid said it was 
now clear that the markets 
were moving on the peseta in 
the same way as they had 
acted against the lira and ster- 
ling. 

The peseta, which has been 
at the ceiling of the ERM since 


it joined in 1989 within a 6 per 
cent band with a parity of 
Pta85 to the D-Mark, is now 
close to the floor. 

By last night, the peseta had 
slipped to Pta68 against the 
DM and to within a point of its 
depredation limit 

Because the peseta is a thin- 
ly-traded currency compared 
with sterling, analysts believed 
that the authorities would 
have to take a position on 
interest rates before the cur- 
rency weakened further to its 
limit level. 

Speaking in Berlin where he 
was attending a meeting of the 
Socialist International, Mr 


Felipe Gonzalez, the prime 
minister, said the peseta was 
resisting the crisis “fairly well” 
and that despite the “turbu- 
lence in the markets” there 
was still “a relative confidence 
in Spain". 

However, he said the govern- 
ment was prepared to take 
“whatever measures have to be 
taken". 

Although government state- 
ments over the past days have 
reiterated Spam’s opposition to 
any devaluation, it was clear 
that the Hate of the peseta was 
intimately tied to that of ster- 
ling. 

“If the pound cannot hold 


A tide of advertisements and publicity campaigns is sweeping the continent 

Europe’s governments resort to hard sell 


Swedish interest 
rate reaches 500% 


By David Marsh, Alice 
Rawsthom and Ian Rodger 

EUROPEAN governments are 
turning to public relations 
managers to sell European 
union, a concept which once 
seldom needed marketing. 

The continent-wide tide of 
advertisements, brochures and 
publicity campaigns to 
increase the popularity of the 
Maastricht treaty seems, in 
many coses, to be inspired less 
by idealism than by despera- 
tion. 

The EC's regular Eurobaro- 
meter opinion surveys show 
majorities in favour of the 
treaty in most countries. Yet 
among the 12 EC members, as 
well as in the Nordic and 
Alpine states hoping to join the 
community later in the decade, 
individual voters are becoming 
increasingly sceptical about 
whether the treaty is good for 
them. 

Governments are fighting a 
psychological battle, says Mr 
Svend Auken, a pro-Maastricht 
Danish deputy who up until 
spring was leader of the Social 
Democratic party. He was 
shocked to see 60 per cent of 
his party's members voting 
against the treaty in the coun- 
try’s referendum in June. 

"The rhetoric of Europe no 
longer sells. Three years ago 
Europe had a good ring to it It 
represented prosperity, the fell 
of the Berlin Wall, But in 1992 
it spells Yugoslavia, racial tur- 
moil in Germany and a Euros- 
peak further and further away 
from everyday realities.” 

According to Mr Philip 
Huckin, group account director 
at CME-KHBB, the London- 
based advertising agency 
which has just established a 
European branch network: 
"One of the problems about the 
EC and Maastricht is that 
there is a lot of ignorance.” 

He says advertising can be a 
useful tool to enable people to 
make more sound Judgments, 


What EC voters think about European unity 

Percentage of those who “very much" favour unification 

Belgium ' Denmark . . France • Germ 


igjg 

o I — I — I — < — I — I — I 
62 73 80 85 90 91 

Gra ec o 

eo — g a u i — i 

eo — JasESg 

40 

so 

0 82 '73 60 8ft 90 91 " 


80 "''Mffl 

20 > - 

Oi— 1 — 1 — 1 — 1 — ' — 1 
6273 BO BS BO 91 


ao ° entnar * ^ ^ 

0 1 1 — 1 — U— 

6273 60 85 90 SI 

bo “ sssn 

0 I — « — I — ' — »—■--« 
6273 80 85 SO 91 

80 P ° rtUga i| || n| 


G e r m an y 



6273 BO 85 90 91 
ttaly /•. 



6273 80 85 90 91 
Unfleirntwwg 




6273 80 85 90 91 


62 73 80 85 SO SI 
^ Spa te; 

'20 ...» 

0 >■ .■>■■— 1 — >— 4 i 

8273 80 . 86 JB 21 


. 8273 8085 SO SI 
00 

20 

O ■ - » — 1— . — 1 

• 6273 80 8S .90 91 


Maastricht: how people view the effect onuj. ■ 
-..the European community* -^ thefr own country* 


-Jthetr personal fife* 



0% 

Some. Eumbe m m a ar 


but adds that campaigns need 
to be conducted "sensitively" 
to avoid sparking anger among 
voters who believe taxpayers’ 
money should be put to more 
constructive purposes. 

This is a particular problem 
for Britain, whose electorate 
has traditionally been more 
sceptical about European Inte- 
gration than elsewhere in the 
community. Assuming France 
votes Yes on Sunday, the UK 
Foreign Office is pondering 
whether to step up promot- 
ional efforts in favour of Maas- 
tricht to accompany planned 
parliamentary ratification later 
this year. 

Negative feelings about 
Maastricht have been (dearly 
evident during the run-up to 


the French referendum. The 
French government drafted in 
Mr Jacques Segufia, a promi- 
nent French advertising execu- 
tive who is also a close confi- 
dant of President Francois 
Mitterrand, to orchestrate the 
Yes drive. 

He devised a series of media 
advertisements focusing on the 
slogan “L Europe est adults. 
Dannons-lui sa majorite* 
(Europe has grown up. Let’s 
give it a majority). The govern- 
ment set aside FFr25m 03.6m) 
to spend - bat then had to 
scrap plans for radio and TV 
campaigns after complaints 
from broadcasting author- 
ities. 

Press and poster advertise- 
ments went ahead as planned. 
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But In its attempt to draw on 
extra media glamour, the 
. French government has had to 
rely on support from a group of 
300 celebrities - academics, 
actors, pop stars and industri- 
alists - as well as on a big pre- 
poll pop conceit. 

The German government, 
preparing to push Maastricht 
ratification through parliament 
from October, will launch its 
own pro-treaty campaign next 
month. 

Large advertisements will be 
carried in the German press on 
October l and 8, with special 
promotional "packages" pre- 
pared for radio stations. The 
Bonn press and Information 
office, -which is spending 
DM22.5m (£8m) on Euro-promo- 


tion this year, is also 
sending a 272-page brochure on 
European integration to 120,000 
German executives and manag- 
ers. 

In view of growing popular 
opposition to ahanrinnfng the 
D-Mark, Bonn's campaign will 
have to tread particularly 
warily over the issue of eco- 
nomic and monetary union 
(Emu). An earlier advertising 
series aimed at Increasing 
Emu’s popularity ran into diffi- 
culties when a leading Bundes- 
bank official complained that 
the campaign distorted the 
central bank’s statements on 
the issue. 

If promoting co-operation 
within the EC Is a struggle, the 
task is even greater for govern- 
ments on the outside. The 
Swiss government is facing 
problems In developing an 
effective information policy on 
the question of Switzerland’s 
entry into the European Eco- 
nomic Area (ERA) next year 
and its application to join the 
community by 1995. 

Both decisions will be sub- 
jected to referendums - and 
the campaign promises to be 
robust Mr Jakob Kellenberger. 
state secretary for foreign 
affairs who has the job of nego- 
tiating Swiss adhesion to the 
community, admits that many 
Swiss view the EC with hostil- 
ity. 

The Berne government has 
decided on a SFr5Jm (£2.4m) 
EC Information campaign 
which, although modest, Is 
more aggressive than anything 
previously attempted. 

The brochures produced by 
the campaign team carry 
phrases such as “The EEA: a 
practical guide”, or “Being 
Swiss in Europe: Yesterday, 
today and tomorrow". 

Throughout Europe, not just 
in Switzerland, governments 
trying to push their voters 
down the trail of integration 
are emphasising practicality 
rather than vision. 


By Sara Webb In Stockholm 

THE REELS BANK, Sweden's 
central bank, raised its mar- 
ginal lending rate to a stagger- 
ing 500 per cent yesterday, the 
highest level ever, in an effort 
to crush rumours of a devalua- 
tion in the Swedish krona and 
reverse the huge outflow of 
capital seen earlier this week. 

Mr Carl Bildt, the prime min- 
ister who heads a minority 
centre-right government, sum- 
moned leaders of all the main 
political parties to a meeting 
yesterday evening in an 
attempt to win support for pro- 
posed cuts iu government 
spending and restore some 
calm to the markets. 

The government said it was 
supporting the Riksbank’s 
measures to defend the krona, 
and said a devaluation of the 

currency was out of the ques- 
tion given Sweden's co mmi t- 
meat to a fixed exchange rate. 

Following Britain's decision 
last night to suspend sterling's 


membership of the Exchange 
Rate Mechanism, economists 
in Sweden warned that the 
krona would probably continue 
to come under pressure today. 

Dealers estimated that “tens 
of billions of kronor” flooded 
out of Sweden on Tuesday and 
yesterday morning. 

At 8 .30 am the Riksbank 
raised its marginal rate from 20 
per cent to 75 per cent, but this 
was insufficient to stem the 
outflow and it was forced to 
boost the rate again at &30pm 
to 500 per cent. 

Mr Bengt Dennis. Riksbank 
governor, said the move had 
drawn back capital in the last 
half-hour of trading. 

He said that the marginal 
rate would remain at a high 
level for “days rather than 
weeks” in order to support the 
krona. 

The Riksbank’s marginal 
rate applies to only the top 
tranche of th e banking sys- 
tem’s borrowings from the cen- 
tral bank- 


Miyazawa attacks 
Bundesbank cuts 


By Charles Leadbeater 
in Tokyo 

THIS week's cut in German 
interest rates was insufficient, 
Mr Kiichi Miyazawa. the Japa- 
nese prime minister, said yes- 
terday in a rare outspoken crit- 
icism of another country's 
economic policy. 

Mr Miyazawa, speaking 
before the sharp rise In British 
rates, said the half-point cut in 
the German discount rate to 
8.25 per cent would not be 
large enough to proride cur- 
rency markets with long-term 
stability given the strength of 
the D-Mark. 

He made his comments amid 


a welter of grim reports on the 
gathering downturn In the Jap- 
anese economy. Mr Miyazawa 
said Japan was unlikely to face 
pressure at this weekend's 
meeting of the Group of Seven 
finance ministers to follow the 
German cut 

His remarks put Mm at odds 
with Mr Yasushi Mieno, gover- 
nor of the Bank of Japan, who 
yesterday welcomed the Ger- 
man move as a step towards 
calming international currency 
markets. 

But Mr Mieno signalled oppo- 
sition to a further cut in Japa- 
nese interest rates, which were 
Lowered by half a point to 125 
per cent in July. 


ride savings of L23,000bn OSlOBta) 
next year and L35.Q00bn in 1994. 

The reforms will reduce state pen- 
sions and raise the pensionable age 
In stages from 55 years for women 
and 60 for men to 65 for both 
through a system of incentives. 

It will introduce stricter manage- 
ment standards in public health 
while devolving more authority to 
regional authorities, delegate for the 
first time greater fiscal responsibil- 
ity to local government and shake 
up the moribund Civil Service. 

The vote showed the four-party 
government coalition . holding 
together while the main opposition 
parties abstained. 


any more then the peseta can- 
not either," said Prof Pedro 
Schwartz of economic consul- 
tants Nemura. 1 

Dealers estimate that on 
Tuesday the monetary authori- 
ties spent up to $2bn in defend- 
ing ffie peseta and that at least 
as much had been spent last 
week. 

Spain has reserves of some 
$70bn but dealers frit yester- 
day a defensive strategy was 
untenable. "The way the mar- 
kets are moving now the 
reserves could be blown very 
quickly indeed,” sold Mr Juan 
Cueto, of Gestemar, a Madrid 
financial services group. 


move 
may ease 
pressure 

By Andrew Fisher In F r mnk t w t 
•ad Wftttam DawkfcttJn P*rl«. 

THE SUSPENSION of stain* 
la the Exchange Rate Media-' 
nUm might relieve pressure 
for action by the German 
Bundesbank today, according 
to some bankers. This would 
especially be the case If other 
weaker currencies follow' 
Britain's example. 

The Bundesbank's policy, 
making wnd 1 will, hold its 
regular fortnightly meeting, 
four days. after agreeing- to. 
trim both its Lombard and dis- 
count rates on Monday. 

Mr Peter Ptetecb, an econo- 
mist at Commerzbank, said 
last night "! wouldn’t aspect 
too much from the Bundes- 
bank at Its meeting." 

Ha added: “If currencies 
have been suspe nde d, ft means 
that the problems are being 
solved by the weak currencies 
tearing the system. So there is 
no need for the Bundesbank to 
act,'' 

17 a currency suspends kbm 
membership . rather than 
agreeing a realignment of 
- exchange rates, the Bundes- 
bank qo longer has tl» obliga- 
tion to intervene heavily to 
prop that currency up. 

“I believe the Bundesbank 
has made its contribution. 
Mow, it is otter countries that 
have to move. The Bundes- 
bank is no longer 'Under pres- 
sure from the system," Mr 
■ Pfetsch said. 

“1 don't think you can 
expect anything more from tee . 
Bundesbank." he added. 

"The Bundesbank cant 
totally change its policy four 
days after agreeing to cut 
rates." ‘ 

However, he expected the 
next few days to.be nervous. 
The Interest - cuts derided by 
the Bundesbank on Monday' 
were described by. the central 
bonk as its contribution to the 
solution afforded by the week- 
end realignment, which left 
the Uni devalued In the EMS . 
by 7 per cent . _ : 

The Bundesbank’s money 
supply policies had been pnt at 
risk 'by the enormous volume 
I of Intervention needed lari 
week to prop up the Italian- 
currency. . . 

Mr Hermann Remspet-ger, 
chief economist of BHF-Bank, 
said the decision of the UK 
government to suspend ster- 
ling from the ERM was a bet- 
ter solution than constant . 
Intervention which cost a good 
deal and a ch ieved nothing in 
the end. 

However, he could not say . 
whether the Bundesbank 
would take any action to cut 
Its Interest rates further at 
today's meeting. 

He noted that Monday’s 
interest rate cuts had not been 


the Bundesbank still thinks 
German inflation is too high 
and money supply growth too 
rapid - but by external market 
forces and the resulting need 
to intervene heavily to support 
the lira last week. 

fo Haris, Britain's dedsfon 
to leave the ERM could pro- 
vide ammunition for France’s 
anti-Maastricht campaign in 
the final days before the refer- 
endum on European monetary 
and political unio n. 

leading critics iff the treaty 
like Mr Philippe segubi, the 
Gaullist MP who has led the 
anti-Maastricht campaign, 
argue that monetary union 
could impose - artificial 
restraints on countries* free- 
dom to conduct their own 
monetary and economic poli- 
cies. 

They could seize on Britain’s 

decision to pull sterling out of 
the ERM as a evidence that the 
current European' Monetary 
System needs to be perfected 
before closer monetary 
co-operation can be made to 
work. 
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Mitterrand 
faces more 


Jack Lang adds style to Yes campaign 


: By WUliam Dawkins In Paris 

: FRENCH President Francois 
- Mitterrand yesterday Me hos- 
1 pltal after surgery on a cancer- 
ous prostate gland to face a 
fresh wave Of speculation over 
his ftiture. 

The president's doctors, 
announcing the discovery of 
i cancerous tissue, reassured the 
, public that- prostate cancer is 
not dangerous in men of 75- 
year-old . Mr Mitterrand's vin- 
tage. Business win be as nor- 
mal, stressed his government 
“The president of the repub- 
lic will exercise his fonctions- 
to the fun,” said Mr Pierre Ber- 
egovoy, the prime minister, 
who yesterday chaired the 
weekly cabinet meeting in Mr 
Mitterrand's absence. 

Even so, all this has refuel- 
led speculation that France is 
heading for political upheaval, 
irrespective of the outcome of 
Sunday's vote on European 
monetary and political union. 
Times have moved on since Mr 
Georges CLemenqeau's quip 
that the French presidency 
was as superfluous as the pros- 
tate gland. 

Physically, Mr Mitterrand 
will be able to go on much as 
before, according to medical 
reports. 

The president will spend the 
next few days convalescing 
before returning to work as 
normal next week. 

Politically, Mr Mitterrand’s 
choices are much the same as 
the; were before his operation. 
They hinge on the outcome of 
Sunday's vote, which was as 
unclear as ever yesterday. 

The all-embracing powers 
accorded to the presidency 
under the fifth republic mean 
that he alone has the power to 
decide whether or not to stay, 
the timing of his departure and 
whether or not to (»11 an early 
general election. 

On this subject Mr Mitter- 
rand has revealed nothing 
since his September S televi- 
sion appearance, -when he was 
characteristically enigmatic 
ahoiithis future. : 

Then, he said he would “take 
the responsibilities which fall 
to me* 1 a day or so after the 
result was known. 

Broadly, he faces the follow- 
ing options. In the event of the 
narrow Yes indicated by opin- 
ion polls, he could either con- 
tinue until his term runs out In 
sluing 1995, or retire at a con- 


venient earlier date. The offi- 
cial tine is that he will stay to 
the end of his mandate. 

Yet Mr Mitterrand is said to 
be weighing with his close 
advisers the pros ami cons of 
early retirement An opportune 
moment would be in the next 
few months, in time to hold a 
presidential election before the 
March 1993 parliamentary elec- 
tion. This would give the 
Socialists a chance to field a 
winning presidential candidate 
against a weak and divided 

Doctors reassured 
the public that the 
president’s prostate 
cancer is not 
dangerous in men 
of his 75-year 
vintage 

opposition, reducing the Social- 
ists' chances of losing the par- 
liamentary election. 

A No on Sunday night would 
obviously be a serious blow to 
Mr Mitterrand’s national and 
International credibility and 
that of his administration. His 
resignation and dissolution of 
the government might seem 
the only option if the gamble 
falls. Yet Mr Mitterrand could 
still hold on to power after a 
No vote. He would be helped 
by the fact that the opposi- 
tion's credibility would be 
equally damaged, since the 
right-wing RPR and centre- 
right UDF leadership are both 
pro-Maastricht 
At worst, the Socialist gov- 
ernment might face a censure 
motion in the National Assem- 
bly after parliament recon- 
venes on October l. But it has 
survived 15 censure motions 
since the last general election 
three years ago. 

However, come the general 
election the electorate would 
make the Socialist government 
pay heavily. Mr Mitterrand 
could distract attention from a 
Maastricht debacle by cnittng 
another referendum, as he 
once said he would, on reduc- 
ing t he seven-year presidential 
mandate. But that would be 
another gamble. 

Yet Mr Mitterrand knows 
that even if Sunday’s result 
shows he has walked into his 
own trap, he has not run out of 
stratagems yeL 


Lyons ponders 
looming vote 


‘ By David Buchan hi Lyon* 

: FRANCE’S second most 
important city has, for four 
years, been busy touting itself 
; as the best compromise site for 
. the planned European Central 
• Bank (ECB). 

■ y But the question now tor the 
Lyonnais, days away from the 

- referendum, is whether they 
can bring that prospect any 
nearer by helping approve 
Maastricht, the treaty basis for 
the ECB. 

“The advantage of Lyons 
would be that the bank would 
not be as exposed to political 
pressure of any gover nm ent, 
as it would be if it were placed 
In a capital city,” argues Hr 
Jean Chernaia, director of 
Lyons* chamber of co m merce. 
"Nor would it give an untolr 
advantage to any of Europe’s 
major financial centres over 
tim others, as it would If the 
bank were sited In Frankfort, 
London, or Paris,” lie adds. 

The ideal political scenario 
for Lyons’ promoters would be 
a geographical split 

Their city, sitting right in 
the middle Of tim Community, 
would get the headquarters of 
the ECB whose operational 

- arm would go to a world-level 
t money centre such as London. 

But first of course, the 
Maastricht treaty must win 
French, approval In Sunday’s 
referendum. 

This Is unlikely if a cosmo- 
politan city such as Lyons, and 
its surrounding Rhfine-Alpes 
region where foreign compa- 
nies employ no fewer than 


80,000 people, cannot muster 
a sizeable majority In favour 
of the European union treaty. 

Mr Brano Gharmasson of Le 
Progres, Lyons’ main newspa- 
per, sees a problem. 

The response of Lyons 
should be Yes in the referen- 
dum, but the city has tradi- 
tionally had a higher anti-Mit- 
terrand vote than the na ti o n al 
average,” he says. 

Hie chances of a Lyonnais 
majority for Maastricht 
depend crucially on voters 
keeping European and 
national issues separate in 
their mind s. 

A further local complication 
Is that the local neokSaulllst 
RPR is pretty solidly anti- 
Maastricht, though the party 
Is somewhat w e ak e ned by the 
defection of the city’s pro- 
treaty mayor, Hr Michel Noir. 

However, this week saw a 
diming of the pro-Maastricht 
ranks elsewhere in the opposi- 
tion, when for the first time in 
eight years Mr Raymond 
Barra, the Lyonnais former 
prime, minister, shared a plat- | 
form with his former presiden- 
tial boss, Mr Vahrry Giscard 
d*Estaing. 

The pair had parted on bit- 
ter terms after the Mitterrand 
victory in 1981. 

But at a recent rally in sub- 
urban Lyons, they made com- 
mon cause to plead the case 
for a Yes to Maastricht which, 
as Mr Giscard d’Estaing 
stressed, should in no way pre- 
vent voters saying No to the 
Socialist government in next 
March’s legislative elections. 


Gamblers bet on Yes vote 

IG INDEX, the London financial bookmaker, was last night 
quoting a 53 .28 per cent Yes vote in bets I t is ta king on the 

French referendum result. Our Foreign Staff writes. 

It showed a marginal rise from 53 per cent recorded In the 
previous two days but was down from its peak of a 56 per cent 
Yes on September 7 and 8. The low point was a 50 per cent 
dead heat on August 25. . , . . . 

Bettors specify the outcome they expect when placing their 
stake. Winners are repaid this amount for each percentage 
point between the result and the level they were quoted. 


By Alice Rawsthom In Paris 

THE French are a formal race. 
The usual mode of address to a 
cabinet minister is Monsieur le 
mtnistre. But when Mr Jack 
Lang addressed a meeting of 
young people in the Insalubri- 
ous Paris suburb of Clichy on 
Tuesday n igh t , one boy began 
his question with “Bonjour 
Jack!* 

Mr Lang laughed. He may be 
France's deputy prime minis- 
ter, the proud possessor of no 
fewer than three minis terial 
portfolios - arts, education 
and media - and the longest- 
serving member of President 
Francois Mitterrand’s cabinet, 
but be is also a populist More- 
over Mr Lang, 53, is canny 
enough to realise that being 
addressed in such a manner by 
a cheeky adolescent is a s ma l l 
price to pay for his success in 
the popularity polls. 

Pomposity is not one of Mr 
Lang's failings. During his 
nhm years at the arts ministry 
he has been criticised by the 
French right for everything 
from frittering away public 
money on his pet avant garde 
art projects, to toadying to the 
president (of whom he is a firm 
favourite). But not even his 
fiercest critics have accused Mr 
Lang of being stuffy. 

It was this lack of st uffiness 
that persuaded Mr Mitterrand 
to make Mr Lang- co -chairman 


The French budget deficit for 
1993 should be "tens of billion 
francs below FFr200bn", 
according to Mr Michel Char- 
asse, the budget minister, 
writes Alice Rawsthom. Hie 
French government plans to 
discuss next year’s budget on 
September 23 if this Sunday’s 
Maas tricht referendum deliv- 
ers a Yes majority. If the refer- 
endum result is negative, the 
budget discussions will be 
delayed until September 30. 

of the Socialist party's pro- 
Maastricht lobby last month in 
an attempt to breathe life into 
the Yes camp’s lacklustre cam- 
paigning efforts. 

Mr Lang smiled winningly at 
the crowd in Chchy’s scruffy 
municipal hair. He beamed at 
the champion boxer and sailor 
he bad brought along for the 
evening as representatives of 
his glittering pro-Maastricht 
celebrity campaign. His band 
lingered for, perhaps, a little 
too long on the shapely arm of 
Stephanie, head of the Clichy 
branch of pro-Maastricht youth 
campaign. He listened atten- 
tively to the questions and 
tried his best not to look too 
bored when he had to discuss 
economics in his answers. 

It may be part' of a well-wom 
act Bat he did it brilliantly. 
Mr Lang did not dwell for long 
on the pedantic details of the 


Maastricht treaty. He leaves 
that to Ms Elisabeth Guigou, 
the glamorous, but glacial, 
minister for European affairs, 
with whom he co-chairs the 
Yes campaign. 

Mr Lang sees the Maastricht 
treaty as an opportunity for 
France to stamp its influence 
over the rest of Europe. 

“Why else do you tbtwir the 
other European countries were 
concerned about culture being 
included in the Maastricht 
treaty?" If one or two lan- 
guages dominate the new 
Europe, Mr Lang was con- 
vinced that French would be 
one, “possibly with English or 
German as the second". 

Ms Guigou and the other 
Europhfiic socialists - not to 
mention France's European 
partners - might not see 
Europe’s future in quite such 
Francocentric terms, but Mr 
Lang’s demagoguery went 
down well with his audience of 
the converted in Clichy. 

The crowd cheered. Teenage 
girls giggled under the glare of 
the television lights. Their boy- 
friends guffawed at the arts 
minister’s jokes and gazed 
admiringly at the boxer and 
sailor. The young people of CU- 
chy might not have learnt very 
much- about the whys and 
wherefores of European union, 
but they had spent an evening 
braking in Mr Lang's reflected 
glamour. 





Jack Lang, minister for arts, education and media: pomposity is not one of his failings 
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if an image is 
worth a thousand words, 

imaging is worth to you. 


Putting your business into the picture. It’s 
what Unisys had in mind for businesses and gov- 
ernments around the world when we designed 
our Infolmage family of imaging solutions. 

The benefits go beyond reductions in 
paperwork. Beyond protecting the integrity of 
original documents. Even beyond savings from 
enhanced productivity. Ebr Infolmage solutions 
not only help you process applications more 
quickly, handle claims more efficiently, and 
respond to customers faster. They also help 
you create marketable new services. 

Whatever your business and whatever 
documentation it's based on - cheques, insur- 
ance claims, correspondence, blueprints or 
signed authorizations - our imaging solutions 
enable you to capture documents electronically. 
You can move them throughout your enterprise, 
access them, and put them to work growing your 
business, without further paperwork. 

As a leader in imaging, we know that truly 
advanced solutions do not apply technology 
for technology’s sake. Beginning with a careful 
understanding of the customer’s needs, we apply 
imaging technology to mirror the unique 
flow of information within an organization. 
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And we recognize that an imaging solu- 
tion isn’t a solution unless it’s integrated 


UNISYS 

We make it happen. 


into the customer's existing systems. 

Whatever industry you operate in and 
whatever your document handling needs, call 
your local Unisys office, and ask how our imag- 
ing solutions can help improve your business 
picture today. 
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M Major faces biggest political test ■ Government gambles on French Yes W Retail sales offer glimmer of hope 

Major faces the most serious test of his career 


By Philip Stephens, 

Political Editor 

NOW Mr John Major must 
assess the cost of conviction. 

During 22 frequently turbu- 
lent months in No 10 Downing 
Street the prime minister has 
weathered his share, of crises. 
But sterling’s enforced with- 
drawal last night from the 
ERM confronts him with the 
most serious test of his politi- 
cal career. 

Mr Major had insisted that 
balding the pound's exchange 
rate against the D-Mark was at 
the heart of his economic strat- 
egy. He believed it At 5pm yes- 
terday the markets over- 
whelmed him. leaving the 
credibility of his economic pol- 
icy in shreds. One minis terial 
colleague described Mr Major 
as ‘‘devastated”. 

As the drama unfolded the 
first message from Downing 
Street yesterday was that Mr 
Major remained determined to 
hold sterling at the rate at 


which he took it into the 
Exchange Rate Mechanism two 
years ago. That was followed 
by two unprecedented rises in 
interest rates and massive 
intervention by the Bank of 
England. 

The speculators were unim- 
pressed. When the pound slid 
below its ERM floor the ques- 
tion asked in Whitehall - and 
left unanswered - was 
whether the prime minister’s 
determination would be 
enough. 

By late afternoon Mr Major 
was being told by Mr Robin 
Leigh Pemberton, the governor 
of the Bank of England, that 
sterling’s position In the ERM 
was no longer sustainable. The 
Bank was running out of 
money and unconvinced that - 
still higher interest rates 
would sustain it Mr Major is 
committed to the defeat of 
inflation. He regarded the ERM 
as the framework to achieve 
that objective. The constantly- 
repeated phrase was that he 


■ PARLIAMENT has been recalled from recess on 10 
occasions since World War II - most recently on 
September 6-7, 1990 during the Gulf crisis. 

Parliament Is normally recalled in times of national 
emergency, sudden political crisis or when approval is 
required for the despatch of troops into possible conflict 

The government has turned down requests from the 
Leader of the Opposition for a recall of parliament at least 
five times since the Conservatives won power in 1979. 
Three requests were from Lord Callaghan - one to debate 
the national steel strike in 1979. and two to debate 
unemployment in 1980. One was in 1981 from Mr Michael 
Foot over the last recession. 


would do “whatever is neces- 
sary to defend the parity”. 

Now he must start again. 
The message from Downing 
Street was that sterling had 
been “suspended”, not 
removed from the ERM. The 
expectation was that once calm 
returned to the markets after 
next Sunday’s French referen- 
dum on the Maastricht treaty 
it would rejoin the mechanism. 

Even as the pound slumped 
below well below its ERM floor 
last night, Mr Major's aides 
were not prepared to admit the 
reality that he had been forced 
into the devaluation he had 
also refused to contemplate. 

He did not give in without a 
fight. As one minister com- 
mented last night, Mr Major 
did not readily seize the “soft 
option” of devaluation. The 
markets, always more powerful 
than the politicians, left him 
with no other option. 

It will be difficult to pick up 
the pieces. Whatever his inten- 
tions now it will not be easy to 


simply start again with a dif- 
ferent ERM rate. One minister 
said: “It will takes us years to 
regain credibility ... it is 
disastrous. It undermines 
everything we have been try- 
ing to do for the past two 
years”. 

The opposition against the 
ERM on the Conservative back- 
benches has been mobilised. It 
will be given new impetus by 
the admission in Downing 


Street last night that the prime 
minis ter believes the Bundes- 
bank must bear much of the 
responsibility for the crisis. 

For the Tory Euro-sceptics 
the threat that higher borrow- 
ing costs will drive the econ- 
omy from recession into slump 
is an ideal recruiting ground in 
their campaign against the 
Maastricht treaty. 

Even before yesterday’s 
drama the Euro-sceptics were 


promising that the prime min- 
ister would meet a stormy 
reception at the party confer- 
ence in Brighton in two weeks* 
time. It was once supposed to 
be a celebration. Now they are 
pledging open revolt 
A French Yes for Maastricht 
in Sunday's referendum would 
ease some tensions on the 
financial markets but it would 
still foreshadow a bitter strug- 
gle with the Tory rebels. There 
was acknowledgement in 
Whitehall yesterday that even 
if the treaty was endorsed by 
the French it might be some 
time before interest rates fell 
again to 10 per cent 
With one or two MPs pub- 
licly calling for Mr Norman 
Lamont’s resignation as chan- 
cellor the possibility of a sym- 
bolic challenge to Mr Major’s 
leadership can no longer be 
dismissed as fantasy. 

There has been no sign of 
revolt in the senior ranks of 
tbe government. When the 
absolute commitment to ster- 


ling's parity was underlined by 
Mr Lamont at last week’s cabi- 
net meeting, no one dissented. 
Mr Major was careful yester- 
day to ensure that all the cabi- ‘ 
net heavyweights - Mr Mich- 
ael Heseltine. Mr Douglas Hurd 
and Mr Kenneth Clarke - 
shared in the decisions. 

Officials insisted that Mr 
Lamont remained secure ot the 
Treasury. But inevitably the 
parallel was being drawn with 
i96Ts resignation as chancellor 
of Mr James Callaghan when 
he was forced into devaluation. 

It may be that Mr Lamont 
will be forced to follow the Cal- 
laghan example. But this time 
it is not that simple. Mr Harold 
Wilson, prime minister at the 
time, distanced himself from 
his chancellor’s handling of the 
sterling crisis. Mr Major has 
done the reverse. 

At last week’s cabinet meet- 
ing and in a subsequent speech 
to Scottish business Mr Major 
went out of his way to praise 
Mr Lamont and stress his per- 


sonal commitment to the pol- 
icy. He referred to the Labour 
government's experience in 1 
1967 - but only to remark that 
subsequent events demon- 
strated that Mr Wilson had 
been wrong to give In to the 
markets. 

The strategy now is to try to 
hold the line until next week, 
hoping that a Yes vote will 
bring a return to sanity. 

Mr Major can claim with jus- 
tice that no prime minister 
could have resisted the pres- 
sures of the markets and of the 
apparent determination of the 
Bundesbank to force a general 
ERM realignment. 

His instinct was to tough U 
out. The prize of victory } 
against the markets would 
have been credibility for his 
anti-inflation strategy that had 
eluded every British post-war 
government. But It was an 
enormous gamble. The mar- 
kets are unimpressed by con- 
viction politics. Mr Major must 
now count the cost of losing. 


Countdown 
to crisis 

■ AUGUST 20: Pound hits 
new low in ERM of 
DM2.8070 after being 
dragged down by sharp fall 
in dollar. 

■ AUGUST 24: Central bank 
intervention around world 
fails to support dollar, 
investors pile into D-Mark. 
Pound closes at new low 

of DM2.7975. Lira slumps. 

■ AUGUST 25: Pound 
tumbles as poll shows 
French could reject 
Maastricht Devaluation 
fears send pound to half 
pfennig above absolute 
floor. Major and Lamont 
meet on growing crisis. 
Pound closes at DM2.7875. 

■ AUGUST 26: Lamont 
insists government will not 
devalue. Markets 
unimpressed. Massive 
intervention by Bank of 
England leaves currency 
wobbling at DM2.7950. 

■ AUGUST 27: French rule 
out realignment of ERM. 
Pound unmoved at 
DM2.7950. 

■ AUGUST 28: EC finance 
ministers add to 
no-realignment chorus but 
D-Mark continues to soar 
and sterling slumps to 
DM2.7875. 

■ SEPTEMBER 3: Lamont 
unveils plan to borrow 
£7.25bn of D-marks to prop 
up sterling. Pound up to 
DM2.80, highest for two 
weeks. 

■ SEPTEMBER 4: Italy 
raises rates. Pound holds 
at around DM2.80. 

■ SEPTEMBER 5: EC finance 
ministers reaffirm no plan 
tor realignment or 
devaluation - strongest 
statement from EC on crisis. 

■ SEPTEMBER 9: Pound 
drops to DM2.7875. 

Investors continue to buy 
D-Marks. Sweden hikes 
rates to 75 per cent. Italian 
government seeks powers 
for rescue of rira. 

■ SEPTEMBER 10: Major 
says realignment will be 
“betrayal” for ERM. Pound 
closes still in critical zone. 

■ SEPTEMBER 13: Lira 
devaluation and German 
interest rate cut Pound 
surges to DM2.82 in 
anticipation of German cut. 

■ SEPTEMBER 14: German 
cut of 0.25 per cent smaller 
than hoped but sterling 
holds up. Pound closes at 
DM2.8144. 

■ SEPTEMBER 15: Pound 
plunges. Crisis as markets 
sell sterling. Rumours of 

2 per cent interest rise or/ 
and devaluation. Pound 
down to DM2.7780 - lowest 
possible. 

■ SEPTEMBER 16: 
Intervention, interest rate 
rises - and suspension 
from ERM. 


Tories join resignation 


Winners and losers 
in the medium term 

From two possible government policies 

LETTING STERLING GO 


By David Owen 

MR JOHN MAJOR last night 
faced mounting pressure for 
the resignation of Mr Norman 
Lamont, the chancellor, includ- 
ing some from the Conserva- 
tive back benches. 

As the chancellor railed an 
emergency meeting of senior 
EC officials to discuss the tur- 
moil some of the wilder corri- 
dor gossip in the Palace of 
Westminster asked whether Mr 
Major might even face a chal- 
lenge for the party leadership 
after next month’s Conserva- 
tive conference. 

A broad consensus of Tory 
MPs brushed aside all such 
talk as irresponsible or, at the 
very least, premature. But 
there was open discussion 
about how long Mr Lamont 
would hold his present post fol- 
lowing the suspension of 
Britain's membership of the 
exchange rate mechanism. 

Mr John Carlisle, Conserva- 
tive MP for Luton North and a 


persistent critic, said that if 
the chancellor had been 
finance director of “UK pic" he 
would have been forced to 
resign. “Possibly he should 
stay and see this one through, 
but after that he must seri- 
ously consider his position.” 

Mr Carlisle said there was 
“no thought at all of any lead- 
ership challenge being 
mounted”. The party “might 
demand Mr Lamont’s head but 
uot at this stage the prime 
minister's,” he added. 

Other prominent Euro-scep- 
tics were more charitable to Mr 
Lamont and less so to Mr 
Major. Mr John Townend, 
chairman of the influential 
Tory backbench finan ce com- 
mittee, said he was “very 
opposed to sniping at the chan- 
cellor”, who had inherited 
membership of the European 
exchange rate mechanism. 

“I hope Norman Lamont is 
not going to be made to cany 
tbe can for it,” he said, adding 
that British ERM membership 


was “the prime minister's pol- 
icy." He nonetheless voiced 
support for Mr Major, describ- 
ing him as “the best prime 
minister we have got". 

Mr Nicholas Budgen, Tory 
MP for Wolverhampton South 
West, said Mr Major had made 
“a fundamental mistake when 
he was a junior minister” by 
supporting Lord Lawson, the 
former chancellor, in the 
debate over ERM membership 
and not Baroness Thatcher, the 
former prune minister. 

Lord Ridley, the former cabi- 
net minister, said he had 
“every sympathy” for Mr Lam- 
ont, who had “done his level 
best". The mistake was to have 
joined the ERM in the first 
place, “it is a total chimera 
that there is a sort of El Dor- 
ado to be found down this 
road.” 

Euro-sceptics were of the 
view that even a 12 per cent 
base rate could prove disas- 
trous for the depressed domes- 
tic economy if sustained for 


chorus 


more than a few days. Mr 
Nicholas Winterton, MP for 
Macclesfield and former Tory 
chairman of the cross-party 
health select committee, said 
yesterday's events amounted 
to “the disembowelling of what 
little life there is left in the 
British economy.” 

Speaking yesterday morning 
after a two perc e nta g e point 
increase in interest rates to 12 
per cent had been announced 
- but before the suspension of 
Britain’s ERM membership - 
Mr Townend said that a short 
10-day period of higher rates 
would uot cause “any serious 
trouble". But he added: “If it 
goes on for several months it 
will be devastating for British 
industry." 

He said he would ask the 
government to meet the high 
street banks to formulate a 
strategy for damage limitation. 
“If interest rates are at this 
level when we get to party con- 
ference, they win be in for a 
rough time.” 


DEFENDING THE POUND 

• ASSUMPTION: Pound 
rejoins ERM with small 
devaluation, interest rates 
stay high. 

• IMPLICATIONS: Economy 
shrinks further, house prices 
fall, financial system under 
strain, inflation falls rapidly 
towards zero, share prices 
tumble. 

• WINNERS: Savers, 
companies with strong 
balance sheets, businesses 
with low dependence on UK 
economy, house-renters, 
insolvency practioners, those 
planning foreign holidays. 

• LOSERS: Debtors, house- 
owners, companies in 
interest-rate sensitive 
industries such as those in 
building and retailing, share- 
owners. 


• ASSUMPTION: Pound 
floats downwards sharply or - 
devalues substantially within . 
ERM, interest rates fall back. ' 

• IMPLICATIONS: 

Inflationary expectations • 
rekindle, economy, continues 
slow move out of recession, 
exports revive, eventually 
house prices recover. 

• WINNERS: Companies 
with big overseas earnings, V. 
exporters, debtors, 
companies that gain from 
stronger-housing market such 
as builders, estate agents, 
furniture suppliers. 

• LOSERS: People on fixed 
incomes, savers, those 
planning foreign holidays, 
companies owing money 
overseas, tong-termists, 

Norman LamonL 


No firm plans on return to ERM, says Treasury 


By Peter Marsh, 

Economics Staff 

FOR the time being - after 
last night’s dramatic 
announcement that the UK is 
suspending membership of the 
European exchange rate mech- 
anism - It is back to the old 
days of running the economy. 

Although the Treasury hopes 

the UK will be able to rejoin 
the ERM when market condi- 
tions are more settled, officials 
made clear last night that 
there were no firm plans about 
the pound. 

The announcement means 
that for the moment decisions 
about interest rates will be 
taken with regard to broad eco- 
nomic conditions including the 
need to bear down on inflation, 
rather than the requirement to 
peg the currency to a specific 
limit How long this situation 
will last was a matter for 
intense speculation last night 
One option would be for 
Britain to rejoin the ERM as 
early as Monday, after the 
result of the French referen- 
dum on Maastricht is known. 

If there was a Yes vote, a 
large flow of money into the 
weaker European currencies, 
including the pound, could be 
expected, and sterling might be 
able to rejoin at the central 
DM2JJ5 rate that applied before 
last night's announcement. 

Many In the currency mar- 
kets believe that a No vote - 
or perhaps a wafer-thin major- 
ity in favour of Maastricht - 


THE reintroduction yesterday 
of minimum lending rate 
(MLR) at 12 per cent, signal- 
ling a 2- percentage- point rise 

in UK base rates, followed the 
general pattern since 1981 
when the rate was in effect 
made redundant 

Since then it has been used 
infrequently as an emergency 
measure to raise rates daring 
sterling crises, dealers said. 

However, its most recent use 
- In October 1990 - was to 
signal a l-percentage-point 
redaction In base rates to 14 
per cent when sterling Joined 
the exchange rate mechanism 
of the European Monetary Sys- 
tem. 

The Bank of England 


wffi scupper the timetable for 
European economic and mone- 
tary union, dealing a blow to 
theories about a convergence 
in European economies, and 
probably consigning Britain to 
the second rank of a "two- 
speed” ERM system. 

A No vote might thus lead to 
Britain finding that It can gain 
re-entry to the ERM club only 
on tbe basis of a formal devalu- 
ation of sterling against the 
D-Mark and other relatively 
strong currencies such as the 
Dutch guilder and the Belgian 
franc. 

A third option which cannot 
be ruled out is that Britain 
gives up - at least for the fore- 
seeable future - any idea of 
linking its currency to the 


stopped announcing MLR in 
1981 when it introduced a new 
system for day-to-day market 
operations. 

MLR, always set by the 
Bank of England, was once 
known as the Bank Rate. It 
was renamed winiMnm lend- 
ing rate to try to downgrade 
its significance. 

MLR averaged 10.8 per cent 
in the 1970s and peaked at 17 
per cent on November 15 1979 
when it was raised to protect 
the balance of payments and 
control inflation. 

UK base rates, in effect 
MLR’s replacement, averaged 
1L8 per cent in the 1980s. 

Although seemingly aban- 
doning MLR, the Bank 


retained the right In appropri- 
ate circumstances to annnnne* 
in advance the MLR which, for 
a short period ahead, it would 
apply In any lending to UK 

diwmut hOUSeS. 

Before its 1990 IBM outing. 
MLR was reintroduced for one 
day in January 1985 - also at 
12 par cent but up from a level 
of 10 & per cent - when the 
Bank of England was trying to 
prop up a pound moving close 
to parity with the US dollar, 
dealers said. 

At the time, the FT reported; 
"The Bank has now returned 
to its more subtle practice of 
influencing borrowing costs 
through its routine money 
market operations." 


other main European curren- 
cies. Such a decision would end 
the goal that started with ERM 
entry in October 1990 of trying 
to bring down UK inflation by 
tying UK monetary policy to 
the credit rates set by the 
Bundesbank. Such a step 
would be a huge about-turn for 
the UK government. But it 
may decide, after the humilia- 
tion of opting for an ERM sus- 
pension last night, that the 
pressures of living with the 
system may be too large to 
cope with. 

A crucial factor in the dis- 
cussion la the state of the UK 
economy. From today, base 
rates will be set at 12 per cent 
up from 10 per cent on Tuesday 
ni ght a level that many con- 


sider is far too high given that 
Britain is still struggling to 
recover from its longest peace- 
time recession since the 1930s. 

An important factor in the 
discussion will be whether it 
will be possible in the foreseea- 
ble future to engineer lower 
base rates while Britain stays 
in a fixed exchange rate sys- 
tem in which Bundesbank 
credit rates seem likely to stay 
high for some months. 

One important argument - 
which would be against all 
that Mr John Major’s govern- 
ment has stood for over the 
past 23 months - is that 
Britain might find it easier to 
cut interest rates by continu- 
ing the policy of letting the 
exchange rate float, the situa- 


tion that prevailed last night 
when sterling was quoted in 
New York trading at around 
DM2.70, some 8 pfennigs below 
its formal ERM floor of 
DM2.778. 

Linked to this question Is 
whether the battered UK econ- 
omy can withstand a prolonged 
period of relatively high inter- 
est rates. 

Mr Richard Jeffrey, head of 
economics at the stockbrokers 
Charterhouse Jeffrey, said of 
yesterday's 2 percentage point 
rise in base rates: “The UK 
economy was already looking a 
bit like a wonky three-legged 
stooL Now one of tbe legs has 
been kicked away.” 

Last year UK output fell by 
2.4 per cent, the biggest one- 
year drop since government 
records started in 1948. Assum- 
ing the economy contracts this 
year by a further 09 per cent 
“ which was the consensus 
view of City economists before 
yesterday’s developments - 
the two-year decline will be the 
largest recorded for any ERM 
country since the mid 1970s. 

As for next year, the best 
guess of economists before yes- 
terday was that output would 
rise anaemically by about L6 
per cent, far below the growth 
rates of the mid 1980s. 

On the economic front, a 
gl i mme r of hope came yester- 
day from the announcement of 
a 0.8 per cent rise In retail 
sales volumes in August com- 
pared with July. Many econo- 
mists are . sceptical about 


whether that trend will con- 
tinue. 

Since the middle of last year, 
retail sales - which account 
for roughly a quarter or UK 
economic output - have been 
virtually flat, providing little 
sign that consumer demand Is 
about to life 

Consumer spending, total- 
ling two thirds of gross domes- 
tic product, has fallen much 
more steeply this time com- 
pared with the previous reces- 
sion In 1980-81. 

As for the state of govern- 
ment finances. Mr Norman 
LamonL the chancellor, laces 
further headaches. The public- 
sector borrowing requirement 

for 1992-93 - in spite of a low- 
er-than-expected PSBR for 
August announced yesterday 
of £2.9bn - looks likely to 
climb this year to about £32bn 
and perhaps reach £40bn in 
199354 as a result of the reces- 
sion eating into tax income 
and pushing up social security 
spending. 

If the recession spilled over 
to next year - which seems 
increasingly likely - the 
Impact on revenues and spend- 
ing would be still higher. That 
might make it difficult for the 
government to meet guidelines 
agreed by European Commit- 
nity nations at the end of last 
year to keep government bor- 
rowing below 3 per cent of 
gross domestic product as part 
of the move towards monetary 
union. 


Labour 

pins 

blame on 
ministers 

Byhro Dawnay, 

Political Correspondent 

LABOUR acted swiftly 
yesterday to pin the blame for 
the interest rate rises firmly oh 
the government’s refusal to' 
stimulate the economy. ; 

Within minutes of the first 
2-percentage-point increase 
being announced Mr John 
Smith, who is at the Socialist 
International conference In 
Berlin, issued a letter to the 
prime minister demanding the 
recall of parliament 
The Labour leader high- 
lighted the opposition's con- 
sistent demands, dating from 
well before the April election, ,% 
for tax Incentives for industry ” . 
and other measures to stimu- 
late growth. 

Mr Smith said: “It is the 
result of the repeated failure of 
the Conservatives to under- 
stand the issues that have 
allowed this situation to have 
arisen. We would not have 
got ourselves into this situa- 
tion." 

In London Mr Gordon 
Brown, the shadow chancellor, . 
pressed home Labour’s attack, 
pointing out that Tory election 
propaganda had consistently, 
promised sustained recovery 
and lower Interest rates. 

Officials said senior shadow 
cabinet members would use 
the coming few days to stress 
that the currency crisis 
was affecting only those Euro- 
pean countries perceived to 
have weakly performing econo- 
mies. 

The Labour leadership must 
nonetheless tread warily* 
knowing that a number of its ' : i 
senior spokesmen are critical 
of the opposition of Mr Smith 
and Mr Brown to a devaluation 
strategy. Yesterday there was 
no comment on the day’s 
developments from figures 
such as Mr Bryan Gould, the 
shadow heritage secretary, and 
Mr David Blunkett, the shadow 
health spokesman. Both are 
known to oppose Mr Smith’s 
argument that the pound 
should maintain its position 
within the ERM bands. 

The party leadership will 
keep a tight rein on its internal i 
dissidents ahead of Sunday's 
French referendum. It will 
then have three days to devise 
a coherent position on the 
ERM, sterling and the Maas- 
tricht treaty that will, com- . v ' ! 
mand the maximum support ■. 
across the party. 
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CONSTRUCTION 


Building chiefs warn of greater hardship 


By Our tadastrlal . Staff 

LAST. NIGHTS decision to 
suspend sterling within the 
ERM was the last straw for the 
UK’s business leaders in a day 
of pure bewilderment 
Mr Howard Davies, director- 
general of the Confederation of 
British industry, said: “We are 
disappointed that the govern- 
ment has been blown off 
course by the currency mar- 
kets. We think the government 
should urgently restore some 
certainty to its financial poli- 
cies. The absence of clear 
guidelines will further weaken 
business confidence and the 
prospects for economic recov- 
ery." 

Earlier in the day Mr Paul 
Coker, managing director of 
the food group Ranks Hovis 
MacDougall. said: “I can’t 
remember experiencing any- 
thing like this before. The 
whole thing seems crazy, it's 
difficult to make rational deci- 
sions." 

Sir Michael Angus, president 
Of the CBI wnri chairman of the 

brewing group Whitbread, said: 
"As an industr ialis t 1 find it 
hard to credit what is happen- 
ing to our currency. We do not 
need a devaluation of sterling. 
Perhaps a lot of currency spec- 
ulators do.” 

The rise in interest rates to 
12 per cent was also greeted 
with general dismay. Mr Alan 
Sugar, chairman of the -con- 
sumer electronics group Amst- 
rad, said the effect on con- 
sumer spending would be 
disastrous. “This will impact 
heavily on the high street and 
companies like Amstrad in the 
key selling season leading up 
to Christmas,” he said. 

Mr Chris Haskins, chairman 
of Northern Foods, said: “Peo- 
ple are so terrified, they just 
aren't spending. This will 
frighten them even more. It 
will be full stop and let’s get 
under the bed for a week or 
two." 

Sir Brian {fill, president of 
the Building Employers Con- 
federation, said: Tf these rates 
persist, the result can only be a 
huge Increase in company fail- 
ures. We could soon be contem- 
plating the horrendous pros- 
pect of 'Am jobless building 
workers.” 

Mr Neil Marshall of the 
Retail Motor Industry Federa- 
tion, representing the UK’s 
7,000 franchised motor dealers, 
said that, almost irrespective 
of what happened next, any 
remaining consumer confi- 
dence bad been destroyed by 
yesterday’s events. 

Before the decision to float 
sterling was announced most 
industrialists continued to 
defend the government's policy 
of maintaining sterling's level 
“We need higher interest rates 
like we need a bole in the 
head,” Sir Michael Angus said. 
“But if it is a choice between 
that and devaluation then I 
suppose it will have to be." 

Mr Ken Minton, chief execu- 
tive of Laporte, the chemical 
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company, said it would be 
wrong to change course now. 

The tobacco group BAT said: 
“To leave the ERM would be to 
have suffered in vain”. 

Sir Antony PQkington, chair- 
man of Pilkington, the glass 
group whose profits have 
sagged as the recession has 
affected its two mafn custom- 
ers, the building and vehicle 
industries, said he hoped the 
rate increase might break "the 
logjam” of economic policy 
which had been “just too 
rigid”. 

The decision, to float sterling 
was welcome .news for Sir 
Owen Green, chairman of the 
industrial conglomerate BTR, 
who had called for sterling to 
float earlier in the day. 

Even the government’s sup- 
porters acknowledged that 
higher interest rates wonld 
have a punitive effect on their 
own investment plans. Mr Bar- 
rie Stephens, chairman of the 
engineering group Sfebe, said 
managers were entering 
uncharted waters. 

"The cost of money was 
already a significant factor in 
decisions and now it has 
become even more expensive,” 
he explained. "It wifi put a far- 
ther damper on levels of 
investment” 

Mr fan McAllister, chairman 
of Ford of Britain, called for 
government action to stimulate 
the economy. “We believe that 

present circumstances make it 
even more imperative that the 
government takes targeted 
action to gthmilata key areas of 
the economy,” he said. 

City analysts said the rise in 
interest rates should not have 
as bad an effect on UK compa- 
nies as it did two years ago. 
The flood of rights issues last 
year has done much to reduce 
corporate debt, although it is 
stifi at lush levels historically. 
Also, many companies with 
assets in the US have, like 
Hanson, moved their debt into 
dollars in order to take advan- 
tage of low US interest rates. 
But companies whose assets 
are declining in value will see 
their g earing rise even if their 
debt does not 

Lower sterling would boost 
the profits of UK com panies , 
since about half of the profits 
of quoted companies come 
from abroad. 

Andrew Jock writes: Com- 
mercial property experts said 
yesterday it was too soon to 
Judge the effect on the market 
at the sadden interestrate rise 
hot suggested there would be 
little damage In the short term. 

Mr Gerald Blundell, head of 
investment strategy at Jones 
Lang Wootfon, the chartered 
surveyors, said: "This is more 
to do with 24-hour money than 
24-year property cycles. There 
will be no immediate impact” 

Mr Rod Grant, managing 
partner of surveyors Hillier 
Parker, said: "We can’t class 
this as good news. We are not 
panic-stricken because we saw 
it coming, but it is still a bit of 
a jolt" 


By Andrew Taylor, 

Construction Correspondent 

CONSTRUCTION companies, 
already suffering from the 
worst recession for 50 years, 
recoiled in horror yesterday at 
higher borrowing costs for 
themselves and their custom- 
ers. 

Industry leaders warned that 
anybody - from brick manu- 
facturers. architects and con- 
tractors to estate agen t s and 
chartered surveyors - making 
a living from construction 
wonld suffer even greater hard- 
ship. Mr Graeme Odgers. chief 
executive of Alfred McAlpine, 
said higher interest rates 
would make it harder to sell 
homes while businesses would 
be even less likely to invest in 
new offices, shops and facto- 
ries. 


Companies warned that busi- 
ness failures and plant clo- 
sures were likely to increase, 
forcing further redundancies in 
an industry that has already 
lost almost 300.000 Jobs since 
«wimragr 1389. Many have been 
forced to cot dividend pay- 
ments to shareholders as prof- 
its have fallen. 

Sir Brian Hill, president of 
the Building Employers’ Con- 
federation, the industry’s larg- 
est trade association, said: “If 
these rates persist, the result 
can only be a huge increase In 
company failures and we could 
soon be contemplating the hor- 
rendous prospect of Vim job- 
less building workers." 

Estate agents said mortgage 
rate rises would deal the hous- 
ing market “a hammer blow”, 
delaying recovery in property 
values by at least six months. 


Mr Michael Jones, president or 
the National Association of 
Estate Agents, said the 
Increases would kill stone dead 
an already faltering market. 

Mr Colin Parsons, chairman 
of Taylor Woodrow, the con- 
tractor, housebuilder and prop- 
erty development group, said: 
"We might as well close the 
sales offices this weekend until 
sanity returns.” 

The biggest fear among 
builders and estate agents is 
that house prices, which have 
fallen on average by 25 per 
cent to 30 per cent in southern 
and eastern England, might 
tall even further. 

Mr Odgers said house- 
builders. already proffering a 
vast array of sales incentives 
to encourage relnctant pur- 
chasers, would now concen- 
trate on offering cheap mort- 


gage schemes. “Builders which 
raised large borrowings to buy 
expensively priced bousing and 
commercial property land at 
the end of the 1980s will be hit 
doubly," be said. “Their own 
interest bill will rise while it 
will become more difficult to 
reduce debts by selling prod- 
ucts to customers." 

Criticism of government eco- 
nomic policy by construction 
companies, traditionally big 
contributors to Conservative 
party funds, ha« intensified 
recently as it became apparent 
that the housing recovery, 
hoped for after the general 
election, would not occur until 
pert year at the earliest. 

Mr Robert Napier, ch i ef exec- 
utive of Redland, one of the 
UK’s biggest building materials 
companies, said: “It has been 
apparent for some time that 


the policy of trying to maintain 
parity between sterling and the 
D-Mark cannot be sustained 
without seriously damaging 
the rest of the economy. 

“If we do not devalue the 
pound and reduce excessive 
interest rates, the recession 
will turn into a slump. The 
effects will be even more dam- 
aging for the construction 
industry, forcing output to fall 
even further from the current 
low levels." 

General contractors can also 
expect to suffer, with industry 
and commerce even less likely 
to invest in new buildings. 

Construction output, even 
before yesterday's announce- 
ment, was forecast to fell by 6 
per cent in the UK this year. 
That follows a 9 per cent fall 
last year. According to the 
National Economic Develop- 
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Directors of store groups express shock 


By Maggie Urry 

RETAILERS yesterday were 
praying that the higher level of 
interest rates would be 
short-lived. They said that if 
mortgage rates had to rise then 
consumer confidence, already 
at a low ebb, would be dam- 
aged further. 

The sector is one of the first 
to suffer when consumer confi- 
dence falters. Recession has 
been restraining retail sales for 
some years, the first signs 
appearing after the stock mar- 
ket crash in October 1987. 


Many smaller retailers have 
already been forced to close. 
Retail leaders said yesterday 
that continued high interest 
rates would bring more unem- 
ployment and shop closures. 

Share prices fell sharply yes- 
terday, although the stock 
market as a whole closed 
higher. Prices of retailers of 
big-ticket items or housing-re- 
lated goods fell. Dixons, the 
electrical retailer, fell from 
202p to I87p, a 7.4 per cent 
drop. MFL furniture retailer, 
saw shares fall lOp to 9lp. 

Directors of stores groups 


were shocked by the two rate 
rises yesterday. One said be 
was “gobsmacked" when the 
second increase was 
announced. Another said; "I 
am sitting here, the sun is 
shining, and I am looking at 
my screen wondering, 'Does 
anyone know what the hell 
they are doing?’ It's bloody 
chaos." 

Mr James May, director gen- 
eral of the British Retail Con- 
sortium, a retail trade group, 
said that if the higher rate per- 
sisted for a couple of months, 
retailers “will face a bleak 

BANKING 


run-up to Christmas". Many 
retailers make a large propor- 
tion of their annual profits in 
November and December. 

He said shops had already 
cut costs and there was “not 
much fat in the retail indus- 
try”. 

Mr Nigel Whittaker, of King- 
fisher, the Woolworth, Super- 
drug, Comet and B&Q group, 
said the rate rise was “frustra- 
ting". The publication yester- 
day morning of retail sales fig- 
ures for August, which showed 
a rise in the volume of sales of 
1.8 per cent compared with 


August last year, had been 
“almost the light at the end of 
the tunnel” he said. 

At W.H. Smith, Sir Malcolm 
Field, the managing director, 
said: “The question is. how 
long does it go on for?" 

Even food retailers, whose 
sales have held up relatively 
well, have been under pressure 
in recent months. Mr David 
Webster, deputy chairman of 
Argyll the supermarket group, 
said yesterday: “Food volumes 
are clearly under some pres- 
sure and this can only be 
regarded as unhelpful" 


Uncertainty strikes tourist trail 


By Michael Sfcaplnker 
and Gary Mead 

LEISURE and tourism 
businesses so far relatively 
untouched by recession - 
those whose customers are 
either too poor or too rich to be 
affected by mortgage rate 
movements - will be affected 
by the interest rate rises. 

Mr Bob Winder, finance 
director of Abercrombie & 
Kent Travel, whose customers 
spend up to £6,000 each on holi- 
days, said uncertainty would 
have a bigger effect than any 
eventual mortgage rate rise. 

"The top end of the market 
tends to be sophisticated and 
reacts very quickly. It's not 
tha t they can't find £5,000 for a 


holiday - it's that they don't 
teed to spend during periods of 
doubt," Mr Winder said. 

Mr Ramon Pajares, general 
manager of the luxury Inn on 
the Park in London, said the 
long-term impact on the hotel's 
restaurant and banqueting 
facilities might be severe. 

"I always used to think a 
Europe without frontiers was a 
good idea," Spanish-born Mr 
Pajares said. "But after what 
we've been through in the last 
two years, you wonder if it's 
the best thing for this coun- 
try." 

At the other end of the scale 
are. companies whose custom- 
ers have small mortgages or 
live in council homes and are 
less affected by rate rises. 


First Leisure, whose inter- 
ests include bowling alleys and 
snooker balls, has proved resil- 
ient Mr John Conlan, its chief 
executive, said the insecurity 
arising from yesterday’s news 
might hamper business. "Inter- 
est rates are not the primary 
negative factor for our custom- 
ers; it’s the fear of unemploy- 
ment" he said. 

Uncertainty is also likely to 
affect package holidays book- 
ings, as it did in the run-up to 
this year's general election. Mr 
Peter Rothwetl, marketing 
director of Luhn Poly, the UK’s 
largest chain of travel agents, 
said winter holiday bookings 
were already 10 per cent down 
on last year. 

Skiing holidays attract a sig- 


nificant number of m al e under- 
35s in the south of England, 
who will suffer badly if mort- 
gages rise. 

A substantial proportion of 
the "winter sun” market is, on 
the other hand, made up of 
retired people, with paid-off 
mortgages and savings, who 
benefit from rate rises. 

Mr Bob Tyrrell chief execu- 
tive of the Henley Centre 
research institute, saw bright 
spots for leisure and other 
industries: "There’s no doubt 
that people have been staying 
at home more. Spending on 
heat and power have been very 
buoyant, and we may expect 
that home videos, the food 
Industry and other home-based 
activities will be beneficiaries.” 


Risk of further damage to 
confidence is heightened 


By Robert Peston 

BANKERS were yesterday 
crossing fingers in the hope 
that the rise in base lending 
rates would be reversed in the 
near future. 

"Confidence is bound to be 
damaged by these moves," said 
Mr Derek Wanless, chief execu- 
tive of National Westminster, 
the UK’s second-biggest bank. 

He said the risk of an eco- 
nomic “slump" that might seri- 
ously damage h anks and build- 
ing societies had been 
increased. 

British h anks already had 


record levels of bad debt, 
mostly as a result of small and 
medium-size companies run- 
ning into fjnanrial diffi culties. 
Most banks believed losses on 
loans would continue at a high 
rate, even without any 
increase in interest rates. 

NatWest therefore wants the 
government to announce mea- 
sures aimed at stimulating par- 
ticularly weak sectors of the 
economy, such as construction. 

Sir John Quinton, chai r man 
of Barclays, the biggest UK 
bank, supported the decision to 
raise interest rates rather than 
devalue the pound. “Devalua- 


tion would lead to a rise in 
interest rates and inflation," he 
said. “The pound is not over- 
valued against European cur- 
rencies.” 

He added that “some compa- 
nies may go down" as a result 
of the rate rises if economic 
recovery is delayed. 

Mr Wanless said economic 
conditions might deteriorate 
rapidly if rates stayed at 15 per 
cent for more than a couple of 
months. He predicted that con- 
sumers and businesses would 
become more cautious in their 
spending plans whatever hap- 
pened to interest rates. 


Embattled Lamont may be impaled on a sterling skewer 


By Peter Norman, 

Economics Correspondent 

MR Norman Lamont may join 
the ranks of British chancel- 
lors whose careers have been 
impaled on the pound. 

The rise in interest rates has 
the same whiff of personal 
disaster as Lord Barber s 
forced exit from- the European 
monetary "snake" - forerun- 
ner of the European Monetary 
System - after just six weeks 
in 1972 or Mr Denis fnow Lord) 
Healey’s about-turn on the 
road to Heathrow in 1976 when 
ho decided against going to an 
International Monetary Fund 
meeting in Manila because of a 
sterling crisis. 


If Mr Lamont makes it to 
Washington for the IMF meet- 
ing at the end erf the week, it 
will be no consolation to know 
that Lady Thatcher will be 
addressing an audience a cou- 
ple of miles away. It would be 
uncharacteristic for her not to 
reiterate her belief that "fixed 
rates don’t stay fixed”. 

Nor will the chancellor find 
much sympathy in the G7 
itself. Other G7 countries have 
watched with growing dismay 
how the UK has deprived itself 
of room for manoeuvre by 
clinging limpet-like to the 
DM2.95 parity for the pound. 
The UK has also attracted criti- 
cism for not acting folly in the 
spirit of the EMS. 


Non-UK monetary officials 
believe Britain bungled the 
weekend realignment by refus- 
ing to shift sterling’s D-Mark 
parity. Admittedly that would 
have been politically very dam- 
aging, but the scale of inter- 
vention in recent days shows 
how unexpectedly large specu- 
lative forces have become. 

The Bundesbank and Bonn 
did not get the revaluation 
D-Mark they wanted. The Ger- 
mans sought a differentiated 
realignment that would have 
involved more countries, in 
return for an interest rate cut. 
But the UK refused to make 
concessions on sterling’s parity 
in return for lower German 
interest rates. 


The German line reflected a 
growing feeling that economic 
convergence in Europe is not 
sufficiently developed for the 
EMS to be treated as a fixed- 
rate system. While the Ger- 
mans accept that the French 
franc should be pinned to the 
D-Mark for political as much as 
economic reasons, they have 
watched with disquiet how 
governments have aspired to 
Ox currencies such as the 
pound. Spanish peseta and Por- 
tuguese escudo to the D-Mark. 

There is a recognition of the 
huge sacrifices being made to 
stamp out inflation, but some 
G7 officials ask whether that Is 
not too rigorous an approach, 
given that hlgh-interest-rate 


policies are stifling business 
activity and prolonging reces- 
sion. There has also often been 
resentment among the other 
ERM members at the way the 
UK has frequently appeared 
reluctant to take the unpleas- 
ant medicine sometimes associ- 
ated with EMS membership. 

The nature of Britain's entry 
into the ERM in October 1990 
is still cited as a case of the 
newcomer trying to bend the 
rules - the CJK unilaterally 
announced that it would enter 
the ERM with a DM2.95 central 
rate, simultaneously cutting 
interest rates by a foil percent- 
age point, before starting for- 
mal negotiations with its part- 


If Mr Lamont has in recent 
weeks frequently emphasised 
how Britain would base its 
defence of sterling on the 
so-called 1987 Basle-Nyborg 
agreement, he has until yester- 
day been unwilling to use the 
mam weapon in the Basle-Ny- 
borg armory, which is to 
change domestic interest rates. 

Those different approaches 
reflect the UK's long absence 
between 1979 and 1990 from a 
dub in which other members 
were adapting to each other's 
ways. With hindsight, the 
chancellor may have avoided 
yesterday's painful moves with 
an earlier and s malle r interest 
rate increase when pressure 
first began to build. 


Such speculation, though, 
ignores the politicised nature 
of UK economic and monetary 
policymaking, which is a more 
high-profile activity than in 
countries where technocrats or 
independent central banks 
hold sway. 

Heightened public interest 
may reflect the frequent mess 
the UK has made of economic 
management since the Second 
World War. Concentration of 
policy in the Treasury also 
makes the chancellor a central 
political figure, in a way that 
finance ministers elsewhere 
are not. In the UK, the chancel- 
lor increasingly is seen as the 
man who wins or loses elec- 
tions for the government. 


ntpnt Office, commercial con- 
struction - mainly offices and 
shops - is expected to fall by 
25 per cent this year. 

More worrying for contrac- 
tors been the collapse in 
their margins as contract 
prices have fallen by up to 30 
per cent since the late 1980s as 
competition for a dwindling 
workload has increased. Com- 
panies are fortunate if margins 
on some contracts even cover 
overheads, according to the 
Building Employers' Confeder- 
ation. 

Mr Richard MacCormac. 
president of the Royal Institute 
of British Architects, said that 
even more architects' practices 
would close or make staff 
redundant. He added: “It 
means there will be architects 
who have to sell their homes - 
if they can find a buyer.” 


QUOTES OF 
THE DAY 


If it is only for a few days, 
rates can go up to 20 per 
cent without having too 
much effect on business, 
But it the rales don't come 
down soon, it puts right 
out of court the beginning 
ot the recovery and will 
prolong the recession 

Mr Richard Brown, British 
Chambers of Commerce 
director of policy 


industry will just gasp at 
itself and get on with it 

Ken Coates, chairman of 
Meggltt 


We need to stop the panic 

Abbey National, explaining 
why it was holding its 
mortgage lending rate 


It wouldn't matter if you 
put King Kong in the 
Treasury - there's nothing 
they can do 

Sir Teddy Taylor, 
Conservative MP 


Hey, love, come back,, 
you're going to need every 
penny now 

London Evening Standard 
vendor outside St James 
Park Station, shouting 
after female purchaser 
who forgot her change 


It’s like there is a death 
wish; people want a 
devaluation and no one In 
the foreign exchange 
markets is going to be 
happy until there is a 
devaluation 

Mr Neil Blackley, media 
analyst at James Capel 


If these rates continue for 
a number of weeks, we 
will be heading for the 
biggest slump since the 
1930s. The ERM and 
monetary union have 
failed. The ERM was 
supposed to bring stability 


Mr John Townend, 
Conservative backbench 
finance committee 
chairman 


We might as well close the 
sales offices this weekend, 
until sanity returns 

Mr Colin Parsons, 
chairman of Taylor 
Woodrow, contractor, 
housebuilder and property 
development group 


If this doesn't do the trick 
it will be a real disaster... 
it's got to be bad news for 
industry 

Sir Ernest Harrison, 
chairman of Racal 
Electronics and Vodafone, 
speaking after the 2 point 
rise but before the 
additional 3 point hike 


This is industrial madness, 
which will add at least 
100.000 to unemployment 

Mr John Edmonds, leader 
of the GMB general union 


The economy is going to 
end up like families who 
buy a brand new house 
and then find they don't 
have the money to eat 

Mr Harry Lyons, taxi 
driver 


You’ll notice we’ve got our 
windows open today 

Ledge humour from a UK 
fund manager 
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Massive 
outflow 
of funds 


By Tracy Corrigan, Emma 
Tucker and Nonna Cohan 

A FIVE-POINT rise in official 
interest rates to 15 per cent 
failed to stem a massive out- 
flow of funds from the UK 
financial markets in the most 
hectic day's trading foreign 
exchange dealers could remem- 
ber. 

Ultimately it resulted In the 
suspension of sterling's metne- 
brship of the ERM. Before that, 
international fund managers 
and corporate treasurers joined 
foreign exchange dealers in a 
flight from sterling as their 
expectations of a devaluation 
of the currency mounted. 

One trader said: The central 
banks were buying sterling 
and the rest of the world was 
selling, ft was no contest.” 
Even a rise In overnight rates 
to 100 per cent - a level that 
makes it extremely expensive 
to take short positions - failed 
to dim the speculative ardour 
of foreign exchange dealers. 

"Dealers have had such suc- 
cess in manipulating the cen- 
tral banks that they are pre- 
pared to play very, very hard.” 
said Mr John Clark, an arbi- 
trage dealer at Tokai Interna- 
tional. "There is no fear of 
being caught the wrong way.” 

Traders continued to pursue 
the "scent of blood”, buoyed by 
handsome profits won on the 
devaluation of the lira. 

“As soon as the lira went, It 
was curtains for sterling,” said 
Mr Richard Neville Rolfe, a for- 
eign exchange trader at the 
Hongkong and Shanghai Rank. 
“The feeling that there was 
going to be a devaluation 
became much stronger 
throughout the day, especially 
when the two rate rises made 
absolutely no impact on the 
sterling/D-Mark rate.” The 
extra 5 per cent on interest 
rates actually pushed sterling 
down further. “In a currency 
crisis of this scale, interest 
rates at the margin are no pro- 
tection,” one trader argued. 
While some analysts felt the 


market was getting carried 
away, others, such as Mr 
Simon Briscoe, senior UK econ- 
omist at Midland Montagu, 
argued: "The foreign exchange 
traders are behaving rationally 
in that they feel there is a 
snowball effect behind the 
weaker members of the ERM. 
There has been one devalua- 
tion, so why shouldn't there be 
another?" 

In any case, it was not the 
speculative bent of foreign 
exchange dealers that pushed 
sterling three pfennings below 
its floor in the ERM yesterday, 
after the 5-point rate rise. The 
massive How of capital Horn 
the UK market yesterday could 
not have been orchestrated by 
speculative traders alone. 

Dealers estimated that more 
than £l0bn of capital flowed 
out of the UK yesterday, as 
fund managers and corporate 
treasurers tried to reduce their 
exposure to sterling. 

“Investors are selling pounds 
on an entirely rational basis," 
said Mr Paul Chertkow, head 
of global currency research, at 
UBS Phillips & Drew. “To safe- 
guard the value of their 
money, investors are putting 
their money in D-Marks 
instead.” 

While UK-based funds, which 
are generally sterling-based, 
were relatively inactive, there 
was widespread selling of ster- 
ling by fund managers in Asia, 
continental Europe and the VS. 

Meanwhile, corporate trea- 
surers were trying to reduce 
their companies' exposure to a 
potential devaluation of ster- 
ling. Such action is often taken 
by hedging through the 
options market. However, 
extremely volatile market 
forced corporate treasurers to 
take more drastic action. 

“The market is basically say- 
ing that it does not believe 
sterling can escape a realign- 
ment,” said Mr Julian Sim- 
monds, head of foreign 
exchange at Citibank. 

In the end, sterner measures 
were needed. 



Chancellor Norman Lamont 
(pictured above) last night said : 

“Today has been an extremely dif- 
ficult and turbulent day. Massive 
financial flows have continued to 
disrupt the functioning of the 
exchang e rate mechanism. 


“As chairman of the council of 
European finance ministers I have 
called a meeting of the monetary 
committee in Brussels urgently 
tonight to consider how stability 
can be restored to foreign 
exchange markets. 

“In the meantime the govern- 


ment has concluded that Britain's 
best interests are served by sus- 
pending our membership of the 
exchange rate wi e dumigm 
“As a result the second of the 
two interest rate increases that I 
sanctioned today will not take 
place tomorrow. The minimum 


lending rate win be at 12 per cent 
until conditions become calmer. 

T will be reporting to cabinet, 
discussing the situation with col- 
leagues tomorrow and may make 
further statements then. But until 
then 1 have nothing further to 


Uncertainty for homeowners until French vote 


By PhfHp Coggan 
and Robert Poston 

HOMEOWNERS will probably 
have to wait until next week to 
see if the rise In official inter- 
est rates is translated into cost- 
lier mortgages. 

Building societies seem to be 
waiting until after Sunday's 
French referendum on Maas- 
tricht before deciding. The 


hope is that the jump to a 
higher level will be temporary 
and that the mortgage rate will 
not have to follow suit 
Societies are well aware that 
a rise in rates would further 
damage the already feeble 
housing market 
The main reaction from 
some lenders was to withdraw 
offers of fixed-rate mortgages 
below 10 per cent Those tend 


to be funded by borrowing in 
the wholesale markets and 
thus quickly become unprofita- 
ble when rates rise. 

Savers might benefit from 
higher Interest rates but will 
have even longer to wait 
Building societies are tradition- 
ally slower to raise rates for 
savers than for borrowers. 
Given that societies have been 
complaining about pressure on 


their margins, an increase In 
savings rates may be limited. 

Bnt investors may be able to 
look forward to increased 
income from fixed-rate prod- 
ucts such as guaranteed 
income bonds and annuities. 
Rates on such products are 
determined by gilt yields, 
which rose yesterday. 

Most banks will not decide 
whether to raise mortgage 


rates and other “managed" 
interest rates for personal cus- 
tomers and small businesses 
until financial markets stabi- 
lise. NatWest and Barclays 
may decide in the next two 
days, although Lloyds said it 
would not alter rates until 
after the French referendum. 

Bank loans linked directly to 
base rates rose by at least 2 
percentage points yesterday. 


Mortgage lenders waiting for end to turmoil 


By David Barchard 
and Andrew Taylor 

MORTGAGE LENDERS 
decided that the markets were 
in too much turmoil for any 
immediate decision on new 
interest rate levels. 

Mr Andrew Longhurst, chief 
executive of the Cheltenham & 
Gloucester, the sixth largest 
society, summed up the view of 


the building society industry: 
“There is such turmoil going 
on that we cannot take any 
sensible view about the short, 
medium or longer term. This 
is potentially bad news for 
borrowers but when and to 
what extent one cannot yet. 
foresee.” 

Even the centralised lenders 
which usually respond to a 
interest rate increase much 


more swiftly than the building 
societies confessed themselves 
perplexed. 

The Household Mortgage 
Corporation said: "There is no 
way you can set a mortgage 
rate at the moment, because' 
, there is no way you can see 
what the cost of fluids is going 
to be even in a week’s time.” 

Mr John Wriglesworth, hous- 
ing finance analyst at UBS. 


Phillips & Drew, said: “This 
could destroy confidence and 
cause house prices to plunge 
even further next year than 
they have done this year ” 

Mr Michael Jones, president 
of the National Association of 
Estate Agents, said . the 
increases would kill stone dead 
an already faltering housing 
market. 

Lenders l ear that, any- 


increase will be the last straw 
for many of the 305,000 house- 
holds with mortgage arrears of 
more than six months. 

The Association of British 
Insums said that widespread 
increases in mortgage rates 
could mean that insurance 
companies which have pro- 
vided mortgage indemnity poli- 
cies could face a further huge 
rise in losses.- . 


Small 
business 
braced 
for impact 

By Charles Batchelor 

MR CHRIS TUBBS, managing 
director of Tubbs Elastics, a 
family M p ws with turnover 
of nearly £8m and 200 employ- 
ees, reacted swiftly to the two- 
stage Increase in Interest 
rates. 

He postponed the purchase 
of three new directors’ cars, jr 
put off upgrading of the com- 
pany's computer system and 
cancelled a photocopier 
wiwrhiwg contract. 

Mr Tubbs may have reacted 
more rapidly than most small 
companies, but his concern at 
what proved to be a shortlived 
rise to 15 per cent was not 
untypical. 

Mr David Richardson, a 
Leeds partner of chartered sur- 
veyors Weatherall, Green & 
Smith, said: “I don't want to 
speak of shock and hor- 
ror . . but a hike of 50 per 
cent in interest charges is hor- 
rific. Businesses cannot sus- 
tain interest rates at that level 
given present rates of eco- 
nomic activity.'' , 

Small businesses are more 
sensitive to interest-rate move- 
ments because they depend to 
a greater extent than large 
companies on borrowed funds. 

They are often less sophisti- 
cated in htm"i»fa>i manag ement 
techniques and lack negotia- 
ting muscle. 

The banks calculate that 
only half their small business 
customers have borrowings at 
any one time, but tend to use 
variable rate loans and are 
often reluctant to take out 
fixed-interest term borrow- 
ings. 

The Forum of Private Busi- 
ness calculates that 37 per t* 
cent of its members have 
fixed-interest loans. Small 
businesses are also very 
dependent on short-term over- 
draft finance. 

The Federation of Small 
Businesses calculated that If 
yesterday’s 5-percentage-point 
Increase In official Interest 
rates fed through into base 
rates it would add £lbn a year 
to small businesses’ interest 
charges. 


NEWS: IMF WORLD ECONOMIC OUTLOOK 


Fund reduces 
forecast of 
global growth 


By Peter Norman, Economica 
Correspondent, in Washington 

THE international Monetary 
Fund has found little to cheer 
about in the five months since 
it last produced a forecast on 
the world economy. 

The IMF’s latest World Eco- 
nomic Outlook says global eco- 
nomic activity showed signs of 
revival in the first half of this 
year and U projects continued 
recovery "at a moderate pace” 
over the next 12 months. 

However, the fund has 
trimmed its expectations of 
world output growth this year 
by 02 percentage points since 
May, to 1.1 percent, and cut its 
growth projection for 1993 by 
0.4 points to 3.1 per cent, ft 
warns: “The expansion contin- 
ues to be slow and uneven, and 
the balance of risks remains on 
the downside." 

The IMF attributes this state 
of affairs largely to the failure 
of its industrialised member 
countries to achieve important 
goals in the medium-term 
growth strategies they set for 
themselves in the 1980s. 

While progress has been 
made towards reducing infla- 
tion, the record in other areas 
- such as cutting government 
deficits to encourage savings 
and investment, job creation 
through structural reform and 
the elimination of obstacles to 
efficient resource allocation - 
“has been disappointing". 

The IMF laments the persis- 
tence of large budget deficits in 
many member states. “Major 
efforts to reduce fiscal imbal- 
ances are urgently required in 
many countries to improve 
confidence and strengthen 
prospects for sustained growth 
over the medium term." 

ft remains particularly con- 
cerned about conditions in the 
US. The underlying US deficit 
“remains unsustainably large," 
it says. The deficit “rules out 
discretionary fiscal expansion, 
which under current circum- 
stances would only 'put more 
pressure on interest rates and 
undermine confidence far- 
ther”. It calls for "a determined 
new effort to reduce the federal 
budget deficit in the US”. 

Although there is wide- 
spread speculation that the US 


Federal Reserve could cut US 
interest rates again before the 
presidential election in Novem- 
ber. the IMF warns that such 
action “would not now seem 
necessary". 

Instead, the US authorities 
should be prepared to let Inter- 
est rates rise as the US recov- 
ery strengthens, “to help keep 
aggregate demand on a sus- 
tainable path”. 

The IMF’s interest rate 
advice reflects a very jaun- 
diced view of the way In which 
monetary aggregates are work 
mg in the three leading econo- 
mies - those of the US, Japan 
and Germany. 

Variations in the three 
nations' yield curves and shifts 
in investments between vari- 
ous types of bank deposits 
mean that the money supply 
figures targeted by the authori- 
ties are failing to give clear 
signals. 

In what amounts to an 
appeal to the Bundesbank in 
Germany to pursue a less dog- 
matic approach to monetary 
policy, the IMF says: “At this 
juncture, monetary aggregates 
in all three countries do not 
provide an unambiguous guide 
for the conduct of monetary 
policy; the authorities must 
therefore rely on a wider range 
of indicators." The IMF would 
like Germany, as well as the 
US, to tackle its fiscal deficits. 
“An early reduction of the bud- 
get deficit will be essential to 
reduce the pressure on infla- 
tion and on interest rates," it 
says. 

About the only industrialised 
country to emerge with much 
credit from the IMF’s report is 
Japan. The IMF says that coun- 
try’s medium-term outlook 
remains strong. In particular, 
Japan has prepared well for 
pressure on Its public finances 
associated with the ageing of 
its population. 

Tills fiscal policy success 
should enable the government 
in Tokyo to focus more atten- 
tion on structural reforms in 
such areas as financial mar- 
kets, competition policy, agri- 
culture and land management. 
World Economic Outlook, to be 
published in October by the 
International Monetary Fund, 
Washington DC, USA 20431. 


Output fall casts doubt on momentum of US recovery 


THE US Federal Reserve yesterday 
reported a 0.5 per cent decline in 
industrial production last month, rais- 
ing fresh doubts about the momentum 
of the US recovery, Michael Prowse 
reports from Washington. 

The drop in production - the big- 
gest since January - was announced 
as the International Monetary Fund 
forecast a moderate US recovery next 
year and urged swingeing cuts in the 
federal budget deficit. 

The IMF predicted growth of 2 per 
cent this year, rising to 3 per cent 


next year. It based its optimism on 
recent falls in short-term interest 
rates to 20-year lows and on a 
strengthening of private sector 
finances as debts are repaid and the 
maturity of loans extended. 

However, Mr Michael Mussa, the 
IMF’s chief economist, said there were 
few precedents for the financial 
strains faced by the US and other 
countries as a result of weak asset 
prices and the debt build-up of the 
1980s. 

The fund had been surprised by the 


abnormally slow pace of the recovery: 
growth had been “less than half the 
pace of the slowest previous recov- 
ery” since World War Two. 

Officials said subdued US business 
and consumer confidence partly 
reflected failure to address severe 
budgetary problems. 

The IMF indicated the US should 
cut the federal deficit by the equiva- 
lent of four to five percentage points 
of gross domestic product over the 
next five years. 

This would require a combination 


of spending cuts,- including restraints 
on entitlement programmes such as 
health care and pensions, and tax 
incr ea ses. . 

Appropriate tax measures could 
include the introduction of a 5 per 
cent value-added tax and a modest 
levy on carbon emissions. Together, 
these could raise revenues equivalent 
to 1 per cent of GDP by 1997. 

The Fed said US production had 
been affected by Hurricane Andrew, 
which accounted for 0.1 per cent of 
the decline last month, and by a 


strike at General Motors, the car com- 
pany. However, even allowing for spe- ^ 
cial factors, the report was bleak: 1 
nearly every industrial sector regis- 
tered declines in output - some were 
considerable. 

Manufacturing production fell 0.3 
per cent and the capacity utlisation 
rate in industry fell a sharp 0.5 per- 
centage points to 78J5 per cent. 

The drop in production follows 
recent reports of falls in retail sales, 
employment, industrial orders and 
consumer confidence. 
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Foreign investment seen 
as key to future of Russia 


By Michael Prowse • 
in Washington 

STIMULATING an Increase in private 
foreign investment is the key to restoring 
prosperity In Russia and other former 
Soviet republics, senior World Bank offi- 
cials indicated yesterday. 

Mr Wflfried Thalwitz, bank vice-presi- 
dent for Europe and central Asia, said 
public sector agencies such as the World 
Bank and International Monetary Fund 
could provide a substantial share of the 
external financing needs of eastern Euro- 
pean economies. But they were unlikely to 
be able to meet more than about 15 per 
cent of the needs of the former Soviet 
Union. 

"The aim is to create conditions that 
quickly lead to large and increasing flows 
of private capital This must play a pre- 
dominant role in the medium term,” said 
Mr Russ Cheetham, the bank’s director of 
operations in former Soviet republics. 

However, at present, private equity 
inflows were less Qian 5500m for all repub- 
lics combined, a "miniscule” figure' rela- 
tive to their needs. Hungary, by contrast. 


had already attracted about $L5bn in pri- 
vate inflows. The Russian oQ industry was 
one of the sectors moist in need of foreign 
investment and expertise. The sector’s 
total capital needs were about $25bn. 

Mr Thalwitz said the bank planned to 
lend about $5bn to eastern Europe and the 
former Soviet Union in fiscal 1993, more 
than twice the total for last year. Some of 
the planned loans, however, were condi- 
tional. on countries agreeing IMF pro- 
grammes. The bank was earmarking $2bn- 
$&2bn for Russia and other republics in 
fiscal 1993, which began in July, f to 
former Soviet republics could rise towards 
$4bn-$5bn in future years but no precise 
targets had been set 

Mr Thalwitz said risks for lenders were 
considerable. *T see a lot of hesitation and 
social tension that will slow” reform 
efforts. However, the bank hoped eventu- 
ally for a return on its investments. 

He said none of what were the centrally 
planned economies was likely to regain 
pre-reform levels of output before Che end 
of the century. In some cases, the output 
decline would reach 40 per cent before a 
recovery began. 


Third world rebounding 
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By George Graham 
in Washington 

DEVELOPING countries are expected to 
record, this year and next, their strongest 
economic growth fn a decade, the Interna- 
tional Monetary Fund says in its World 
Economic Outlook. 

Output in the developing world is proj- 
ected to grow by 6.2 per cent in both 1992 
and 1993, compared with &2 per cant in 
1991. Senior IMF nffinfafa say this strength 
is one of the main reasons behind their 
forecasts for an economic recovery in the 
whole world. 

The fund says the outlook has deterio- 
rated in southern and eastern Africa, 
scene of drought and civil war. Elsewhere, 
however, lower US interest rates, with 
debt restructuring agreements, have miti- 


gated the sluggishness of world demand 
and the weakness of commodity prices. 

The IMF acknowledges the impact of 
lower interest rates but attributes much of 
the improvement in performance to the 
efforts of a increasing number of countries 
to overhaul their economic structures. The 
DIF says as many as 35 countries, 

. accounting for more than half of develop- 
ing world output, can now be said to have 
embarked on successful attempts at this 
kind of structural adjustment 

“The key to their performance has been 
determined efforts to reduce fiscal deBdts 
and to control inflation. Equally signifi- 
cant has been their recognition of the 
importance of market forces: most of these 
countries have acted to liberalise foreign 
trade, to cut subsidies and: to privatise 
state enterprises.” the outlook says. 


Prospects 
bleak for 
Britain 


By Pater Norman 
bt Washington 

EVEN before yesterday's 
events in Britain, the UK eco- 
nomic outlook was bleak, 
according to the International 
Monetary F and. 

Alone of the Group of Seven 
leading industrial countries, 
Britain laced a year of declin- 
ing output in 1992. The World 
Economic Outlook forecasts a 
03 per cent drop in real gross 
domestic product for 1992 - 
In line with the latest Loudon 
consensus forecast - after a 
2.2 per cent decline in GDP 
last year. 

For 1993, the IMF has fore- 
cast 2.1 per cent growth for 
Britain. This is weft below the 
2-9 per cent increase forecast 
for the industrialised coun- 
tries as a whole. It also takes 
no account of the effects of the 
latest sterling crisis on busi- 
ness and consumer confidence. 
Writing before the big inter- 
est rate increases yesterday, 
the IMF wanted that the UK 
had “not yet emerged from 
recession” and that its 
short-term interest rates were 
“relatively high In real terms”. 

The fund expects UK 
employment will drop this 
year by 1.8 per cent, after a 3.1 
per cent decline in 1991. 
Britain’s unemployment rate 
Is expected to rise to 10.1 per 
cent next year from 10 per 
cent in 1992 and 9 B per cent 
last year. 

About the only encouraging 
news is the forecast that con- 
sumer price inflation will drop 
to 3 per cent this year from 3.8 
per cent in 1992. But the IMF 
warned that earnings 
increases in Britain continue 
to outpace productivity gain* 










I . 

k- 


. S; 

iS 

m S' 


FINANCIAL TIMES THURSDAY SEPTEMBER 17 1992 


NEWS: INTERNATIONAL 




■>. *■; 


tc S 


> recode 


, p.r-;# 

! i ■ l£ 

-It. jk: 
{ ■ ' 
{tills* 


Bundesbank 
warning on 
needs of east 


By Andrew Fisher in Frankfurt 

THE. Bundesbank yesterday 
accused German public author- 
ities and wage negotiators of 
.failing, to take enough account - 
of the continuing high financ- 
ing of east Germany. 

It also warned the govern- 
ment against being too ready 
to seek fresh sources of reve- 
nue to finance east German 
reconstruction, without first 
reining back spending. Warn- 
ings against inflation, generous 
fiscal policies, and high pay 
settlements have been a con- 
stant refrain of the Bundes- 
bank since unification, with 
currently high interest rates 
resulting from its. attempt to 
hammer home Its message. 

In its monthly report, writ- 
ten before the upheavals on 
currency markets, the central 
bank said west Germany would 
have to get used to the fact 
that high transfer payments to 
the east would be needed for 
longer than first thought 

The restructuring of east 
Germany's economy was prov- 
ing more time-consuming and 
costly than expected. While the 
west German economy had 
weakened, but was not show- 
ing recessionary tendencies, 
that in the . east had stD3 not 
begun a; self-sustaining 
upswing. ... 

Unemployment in east Ger- 
many was still the most severe 
problem, even though incomes 
of most households had 
Improved considerably since 
unity. The gap between sink- 


ing output and rising 
was being financed by high 
transfers from the west 

The Bundesbank expressed 
continued concern about wage 
trends in east and west Ger- 
many. it was especially wor- 
ried about the planned rise in 
public sector pay in the east to 
80 per cent of west German lev- 
els next July. This would add 
to the financial burdens of the 
east German states, already 
striving to make new infra- 
structure investments. 

The bank urged strict 
restraint on the public sector 
in view of the steady flow of 
new proposals for ratting extra 

finance. “The tapping of new 
sources of revenue cannot be a 
substitute for continued 
savings efforts.” This applied 
also to new borrowing instru- 
ments. 

The Bundesbank said the 
high wage rises of the past two 
years, as the gap with west 
Germany has been narrowed, 
had harmed the competitive- 
ness of many east German 
companies. These were already 
suffering from the shift to the 
free market, and from the col- 
lapse of eastern European 
markets. 

However, the bank saw some 
hope for the east German econ- 
omy in the that unemploy- 
ment had remained lower than 
feared. The figure of i.gm job- 
less in the east at the end of 
August was 175,000 less than at 
the start of 1991 The number 
on short-time working fell by 
235,000 to 285^)00. 


Clinton 
wins hands 
down in 
Silicon 
Valley 

By Louisa Kehoa 
ih San Francisco 

PROMINENT Silicon Valley 
executives and venture capital- 
ists, facbirting several seif-de- 
scribed “life-long Republican 
voters’*, have endorsed Gover- 
nor Bill Clinton as their pre- 
ferred candidate for president 
in an unprecedented declara- 
tion of political allegiance. 

“Bush has given op on Calif- 
ornia, and we have given up on 
him," said one industry execu- 
tive at a gathering of newly 
declared Clinton supporters in 

San Jose this week. 

Mr John Young, president of 
Hewlett-Packard, praised Mr 
Clinton and his campaign 
advisers for their responsive- 
ness to high-tech industry and 
trade issues. 

*T have had hours of conver- 
sations with leaders of the 
Clinton campaign and 1 have 
seen a response that I am not 
used to,” Mr Young said. 

As a recognised Republican, 

One-time r-hairtnan of the Rea- 

gan-appointed commission on 
industrial competitiveness and 
a member of the Bush adminis- 
tration’s advisory committee 
for trade policy, Mr Young’s 
backing for Mr Clinton demon- 
strates the level of dissatisfac- 
tion that high-technology 
industry leaders feel toward 
the Bush administration. 

Mr John Sculley, chairman 
and chief executive of Apple 





Jurek Martin analyses the results 
in the congressional primaries 

US voters seek 
fresher faces 

W OMEN, non-incum- 49-37 per cent margin, up a iit- 
bents and, probably, tie bit from its previous sur- 
Mr Bill Clinton and vey. The Los Angeles Times 


Governor Clinton working the crowd at San Jose University daring his swing through California 
this week when he was endorsed by many top executives in the hard-hit computer industry 


Computer, also endorsed the 
Clinton campaign. 

The Democratic candidate, 
he «»ih i “has shown the leader- 
ship and vision needed to put 
this country back in the fore- 
front of leading the world 
again”. 

Tm tired of sitting on the 
sidelines and watching Amer- 


ica lose its competitiveness,” 
Mr Sculley added. 

Mr Clinton, noting that the 
high-technology leaders who 
were lending him their support 
represented companies with 
sales in excess of $25bn 
(£12ibn), said: “I am excited, I 
am proud. This is unprece- 
dented for a candidate of my 


party. If the economy as a 
whole performed as well as 
these companies. . . we would 
be in much much better shape 
than we are today.” 

Mr Clinton said that his 
“national technology policy for 
America” would stress joint 
ventures between government 
and industry. 


Congress lauds 
absent Brandt 


Ferraro loses close New York battle 


By Lttsfte Cofltt fn Berlin 

MR Fierre Mauroy , the former 
French premier, today suc- 
: ceeds Mr Willy Brandt as Preti- 
rdent of the Socialist Interna- 
tional. (Sfi at the dose of its 
emotional three-day,, congress 
in Berlin. 

"* % 'Ewh ih his absence the' 79- 
year-dd Mr Brandt suffering 
from cancer and confined to 
his home near Bonn, domi- 
: noted the gathering of 800 dele- 
’ gates from socialist and social 
democratic parties in Z32 coun- 
tries. 

Delegates' eyes moistened as 
the former German Chancel- 
lor's welcoming speech to the 
congress was slowly read by 
Mr Hans-Jochen Vogel, former 
chairman of the Social Demo- 
cratic Party (SPD) who suc- 
ceeded Mr Brandt It was given 
thunderous, standing ovations. 

“Dear friends, need I tell you 
how much I wanted to be with 
you especially during these 
days? But it was not to be,” Mr 
Brandt's speech began. The 
remainder of the address was a 
testament - summing up his 
life as a political refugee from 
the Nazis, a leader of postwar 


Germany, the foremost propo- 
nent of East-West detente and 
fnflnpnHfll lparfr-r of . the SI for 
UB years. 

He also warned that to toler- 
ate injustice for long was to 
open the way for more Injus- 
tice and appealed to give the 
United Nations the it 

needed in order to achieve 
greater influence. 

The delegates included 
noticeably fewer world leaders 
than In the heyday of the 


By Alan Friedman 
to New York 

MR ROBERT ABRAMS, New 
York's attorney-general, yes- 
terday claimed a razor-thin 
victory over Ms Geraldine Fer- 
raro, the former vice-presiden- 
tial candidate, in New York’s - 
hotly contested primary battle 
to become the Democratic can- 
didate for the Senate. 

Ms Ferraro, who was on the 


UN chief 
points to 


receiving end of a vitriolic 
television advertising cam- 
paign in which Mr Abrams 
accused her of numerons eth- 
ics violations, refhsed to con- 
cede defeat 

With 99 per cent of New 
York precincts reporting, Mr 
Abrams had 410,402 votes, or 
87 per cent, while Ms Ferraro 
had 399,410 votes or 36 per 
cent Two other candidates 
split the remaining votes. Ms 


Ferraro, although clearly dis- 
heartened after spending mil- 
lions of dollars on the Senate 
race, argued that she might 
yet win when absentee ballots 
.'are counted. 

The Democratic victor will 
gfamd against fai«™itfnt Sena- 
tor Alfonse “Al” IF Amato, a' 
right-wing Republican who 
has himself been the target of 
ethics probes and who has 
been rebuked by the Senate 


Ethics Committee. Mr Abrams, 
a liberal, has argued that he Is 
better placed than her to chal- 
lenge Mr D’Amato on ethics 
matters. 

In Manhattan, Democrats 
heeded the call of party lead- 
ers and voted to elect the late 
Mr Ted Weiss, a liberal Demo- 
crat who died on Monday. The 
Democratic party will now 
select Mr Weiss’s successor for 
the November election. 


W OMEN, non-incum- 
bents and, probably, 
Mr Bill Clinton and 
the Democratic party emerged 
yesterday as the principal ben- 
eficiaries of the final round of 
congressional primaries held 
on Tuesday. 

The victory In the Washing- 
ton state Democratic primary 
of Ms Patty Murray brings to 
11 the number of women who 
will contest US Senate seats in 
November - 10 of them Demo- 
crats. This beats the old record 
of 10, set in 1984, and this time 
at least five of the women can- 
didates start the home stretch 
favoured to win. 

Other primary results across 
the country brought to 88 the 
number of incumbents in the 
House of Representatives who 
win not be returning next year. 
Of these, 19 have been 
defeated, 65 have retired, in 
some cases to seek other 
offices, and two have died. 

Given the vulnerability of 
some other Incumbents who 
will be on the November ballot, 
the probability Is that next 
year's freshman class in the 
House will be larger than the 
118 new members returned in 
1948. Although 57 of the now 
vacant seats were held by 
Democrats, most of them will 
probably stay in the party's 
hands. 

In the Senate, with nine out 
of the 34 seats at stake in 
November vacated by incum- 
bents, it is now thought that 
the Democrats will add to their 
current 57-43 majority by three 
or four seats. In some states, 
like California, Illinois and 
Pennsylvania, powerful local 
women candidates may help 
Mr Clinton. 

This week’s polls, national 
and local, have brought good 
news for the Democratic candi- 
date, offsetting the continuing 
controversy over his avoidance 
of military service 23 years 
ago. 

Both the Newsweek and 
Washington Post/ABC surveys 
have him hack up to a 15 point 
lead. The New York Times/CBS 
poll out yesterday gave him a 


49-37 per cent margin, up a lit- 
tle bit from its previous sur- 
vey. The Los Angeles Times 
poll in California had him 21 
points up at 57-36. Of the big- 
ger states, only Florida, a 
Republican bastion, offered 
encouragement for President 
Bush with a poll out yesterday 
showing him 7 points ahead. 

The general message from all 
of them is Mr Clinton consoli- 
dating his lead, mostly because 
of the parlous state of the econ- 
omy and the lack of confidence 
in Mr Bush’s ability to fix it 
Putting Mr Clinton on the 
defensive over the draft issue 
has produced some tactical vic- 
tories for Mr Bush, but does 
not seem yet to have taken 
hold with the public. 

Nevertheless, the Washing- 
ton post reported yesterday 
that the Bush campaign had 
more or less decided to stop 
emphasising the positive. 

I t will go for the Clinton 
Jugular. “We’re not going 
to start moving (in the 
polls) until we rip the skin off 
the guy,” one official was 
quoted as saying. It was also 
announced yesterday that the 
first debate between the US 
presidential candidates, sched- 
uled for East Lansing, Michi- 
gan, next Tuesday had been 
cancelled because the Bush 
campaign had felled to agree 
on the conditions under which 
it would be held. 

Further complicating mat- 
ters was the latest in a long 
line of hints from Mr Ross 
Perot, the Texas billionaire, 
that he might get back into the 
race if both candidates failed to 
address the problem of the 
budget deficit. But he also 
hinted in an interview with the 
Los Angeles Times that he 
might endorse Mr Clinton if he 
took a tough stand on cutting 
federal spending. 

■ Mr Marion Barry, the former 
mayor of Washington, DC. won 
election to the city council on 
Tuesday. He had been forced 
out of office two years ago, and 
subsequently into jail, on 
drugs charges. 
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Norway and Mr Yitzhak Rabin, 
the Israeli prime minister who 
called on Germany to regard 
the wave of attacks on asylum- 
seekers as “red warning sig- 
nals” and to prevent a recur- 
rence of the past 

The most remarkable appear- 
ance at the congress was by Mr 
Mikhail Gorbachev, the former 
Soviet leader, who addressed 
the gathering yesterday. He 
announced that he would 
accept the freedom of Berlin on 
the third anniversary of the 
fell of the wall in November 
along with former President 
Ronald Raftg an. 


Austria moves to end 
anonymous accounts 


By Ian Rodgar In Vienna 

THE Austrian government will 
raise its withholding tax on 
savings and dividends nest 
year to approximately 20 per 
cent, in a move that is 
Intended to clear the way for 
outlawing the country's contro- 
versial anonymous hank 
accounts. 

The accounts are an embar- 
rassment to Austria, as they 
have been used for laundering 
drug money. However, they are 
a politically sensitive issue 
within the country where vir- 
tually everyone uses them to 
avoid paying high rates of tax 
on their savings. The govern- 
ment has tolerated the situa- 
tion by claiming a flat 10 per 
cent withholding tax on all 
savings account balances. 


Individuals are still supposed 
to declare their savings and, in 
cases where the tax payable 
would be higher than the with- 
holding tax, they remain liable 
for it 

The government hopes the 
withholding tax on savings 
will gradually make people less 
nervous about having to iden- 
tify themselves as the owners 
of savings accounts. 

Negotiations on the fine 
points have not yet been com- 
pleted. Some officials believe 
that the higher withholding 
tax must also displace inheri- 
tance taxes if it is to succeed in 
removing people's anxieties. 

The country has to outlaw 
anonymous accounts as part of 
its obligations on joining the 
European Economic Area next 
year. 


By Michael Littlejohns, UN 
Correspondent, in New York 

MR Boutros Boutros Ghali, the 
UN secretary-general, yester- 
day urged a wider interna- 
tional effort to deal with what 
he termed the honor of the 
conflict in Bosnia, warning 
that the unfolding Balkans cri- 
sis might lead others in similar 
situations to resort to war 
rather than negotiation. 

Presenting his first annual 
report to the UN general 
assembly, which began a new 
session on Tuesday, he 
stressed that even with 15,000 
international troops in former 
Yugoslavia and over 5,000 more 
soldiers now authorised to join 
an existing 1,500 in Bosnia, the 
expectations placed on the 
world body exceeded the 
resources and the capacity of 
the UN protection force. 

He observed that the Yugo- 
slav upheaval illustrated how 
the end of the cold war had 
opened a Pandora’s Box of 
causes and conflicts. In past 
years, these would have been 
regarded as “points of loss or 
gam in the calculations of the 
bipolar powers”. 

Without the cold war struc- 
ture to deal with them, the UN 
must provide approaches and 
answers, he said. 

The Yugoslav conflict, with 
its international dimension, 
must lead those in similar con- 
ditions of instability and con- 
frontation to accept that the 
only route for change was one 
that was legal, peaceful and 
contributed to international 
peace and security, he added. 


By Bronwen Maddox, 
Environment Correspondent 

CRUMBLING nuclear reactors 
in eastern Europe and the for- 
mer Soviet Union are unlikely 
to get financial aid from OECD 
countries this winter, following 
the failure of the Brussels 
meeting on nuclear safety to 
commit itself to rescue pro- 
grammes. 

Provisional pledges of aid 
from the Group of 24 industrial 
countries amounted to SSOOm- 
$700m, delegates said yester- 
day, but the meeting, which 
ended on Tuesday night, 
extracted no new firm commit- 
ments. 

Although concern about a 
Chernobyl-type accident has 
been growing since the extent 
of the disrepair of eastern 
power stations emerged, only 
S300tn in bilateral aid deals has 
so fer been agreed. 

The Brussels meeting was 
summoned when a G7 meeting 
in July failed to agree an 
8800 zn emergency plan. 

This week’s packed meeting, 


which Included representatives 
from over LOO countries and 
regulators, rejected the pro- 
posal of a central rescue fund 
in favour of further bilateral 
agreements. 

Mr David Kyd, spokesman of 
the International Atomic 
Energy Authority, the nuclear 
watchdog, which win now have 
a Brussels-based representa- 
tive, said; “There was a dis- 
tinct lack of specifics. Some 
eastern European countries 
feel the committee’s plans will 
begin to have an effect in 1993, 
but that they will be left to 
muddle throujgh the winter". 

Because of electricity short- 
ages, many of the 58 reactors 
in the former Soviet Union and 
eastern Europe will be ran 
close to full capacity this win- 
ter in spite of safety hazards. 

The committee set up a 
working party on argent 
improvements at Kozloduy, in 
Bulgaria, which last year was 
called the most dangerous 
nuclear power station in 
Europe, but the Bulgarian dele- 
gation said last night that the 


Brussels meeting had commit- 
ted no new funds. 

• A small amount of radioac- 
tive water leaked out at a Rus- 
sian nuclear power plant on 
the Kola peninsula at the 
weekend, according to an offi- 
cial at the Finnish Centre for 
Radiation and Nuclear Safety, 
Reuter adds. 

Mr Risto Paltemaa, a chief 
inspector, said the Centre had 
received information about 
Saturday’s leak from Russian 
authorities following local 
radio reports. 

He said the leak, at the Kola 
nuclear power plant dose to 
the town of Polyarayye Zori. 
did not endanger the environ- 
ment. 

According to his informa- 
tion, there had not been any 
leaks outside the building. 

No increased radiation levels 1 
had been detected in the sur- 
rounding area and no abuor- 1 
mal radiation levels had been 
recorded in Finland. Mr Palte- 
maa said the water had leaked 
from a tank in a separate 
building to the reactor. 


By Alice Rawsthom in Paris 

THE French government 
yesterday attempted to defuse 
embarrassing industrial dis- 
putes with prison officers and 
.airline pilots to calm the politi- 
cal climate before Sunday’s ref- 
erendum on the Maastricht 
treaty. 

The justice ministry 
suspended more than 100 stri- 
king prison officers following 
the breakdown of talks with 
the prison unions on Tuesday. 
Four warders at Saint-Quentin- 
Fallavier jail in Isfere started a 
hunger strike outside the 
prison gate to protest against 
their suspension. 

Conditions in many jails 
have deteriorated since the dis- 
pute started last weekend after 
inmates murdered an officer at 
Clairvaux jaiL The ministry 
claimed the situation was 
improving, with 107 of France's 
182 jails affected by the dispute 


yesterday compared with 140 
on Tuesday. 

However, there were violent 
incidents at many prisons 
including a clash between riot 
police and picketing officers 
outside Rodez jaiL 

Since the strike began the 
government has been haunted 
by television images of rioting 
prisoners and warders com- 
plaining about inadequate 
security. 

The government yesterday 
faced the additional blow of a 
24-hour strike by airline pilots 
protesting against proposed 
changes in working arrange- 
ments which, they claim, will 
result in longer flight times 
and shorter restbreaks. 

Air France was forced to can- 
cel a quarter of Its European 
flights, but managed to operate 
its long haul service. Air Inter, 
the domestic airline, axed a 
third of its flights as did TAT, 
the European airline. 


Concern as Bosnian food crisis worsens 


f The annual report tor the fiscal year 

ended March 31, 1992, is available upon 
request Please direct inquiries to either 
of the addresses below. 

DKB's shares are listed on the main 
European stock exchanges (Amsterdam, 
London, Paris. Zurich, Geneva. Basel). 
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By Our Foreign Staff 

THE United Nations High 
Commissioner for Refugees 
(UNHCR) said yesterday that 
conditions in the besieged Bos- 
nian city of Sarajevo were 
worsening and UN stores have 
dwindled to three days' food 
supply since the suspension of 
humanitarian flights. 

Sarajevo radio, which is in 
Moslem hands, reported seven 
Serb air attacks on Jajce in 
western Bosnia after the UN 
complained of earlier air 
strikes on the Moslem town of 
Bihac further north. 

The attacks prompted calls 
by UN officials for the urgent 
creation of a no-fly zone over 
Bosnia. The US defence secre- 
tary, Mr Dick Cheney, was dis- 
cussing the idea with senior 
French officials in Paris. 

Despite the fighting, interna- 
tional mediators who will head 
peace talks in Geneva tomor- 
row, said yesterday that there 
was a “new mood” In Belgrade 
which could provide a boost to 
prospects for peace. 

Mr Cyrus Vance, the UN 
envoy, and Lord Owen for the 
European Community said 
they would continue to talk to 
all sides despite moves to oust 
Yugoslavia from the UN. “It 
would be foolish not to recog- 
nise that we are dealing with a 
more helpful and progressive 

attitude in Belgrade than we 





Cyras Vance and David Owen in Geneva yesterday where they pledged to keep talking to all sides 


had in the past,” said Lord 
Owen. 

Mr Vance said the Yugoslav 
prime minister, Mr Milan 
Panic, and President Dobrica 
Costc had made “very, very 
important commitments”, 
including rejection of “ethnic 
cleansing" and pledges to help 
reverse it. In the breakaway 


Serb Bosnian parliament, the 
speaker, Mr Radoslav Brdjanin 
said: “We are completing the 
job around Jajce which is 
about to be liberated. Jajce was 
and will remain Serb and there 
will be no deals.” 

■ Mr Panic proposed yesterday 
that the rump republic combin- 
ing Serbia and Montenegro 


make a fresh application for 
UN membership, Itar-Tass 
news agency reported after 
talks in Moscow with Russian 
Foreign Minister Andrei 
Kozyrev. Hie suggestion was 
aimed at defusing a dispute 
with the EC over whether the 
Serb-dominated territory 
should keep Yugoslavia's seat 


■ An Italian relief aircraft 
which crashed in Bosnia ear- 
lier this month was shot down 
by a missile, an official report 
released yesterday said. The 
report, compiled by military 
experts from Italy, did not say 
who fired the missile. The air- 
craft was taking part In an air- 
lift to bring food and other sup- 
plies to Sarajevo. 

The UNHCR quoted the 
report as saying: “The results 
obtained so far suggest that 
without any doubt the aircra ft 
G-222 had been struck at least 
by one missile that had proba- 
bly been provided with infra- 
red guidance.” 

■The European Community is 
preparing to agree to release 
Ecul20m (£87J2m) next week to 
help refugees in former Yugo- 
slavia survive the winter. 

Mr Tristan Garel-Jones, 
Britain's foreign minister 
responsible for Europe, told the 
European parliament yester- 
day that talks on the proposal, 
which would cover the need for 
food, shelter and medicines 
from October to December, 
were being held this week. 

EC officials in Brussels said 
the proposal could be approved 
by agriculture ministers who 
meet on Monday. The EC has 
already given EculTSm to help 
people displaced by the fight- 
ing in Yugoslavia and Commis- 
sion officials said Ecu85m of 
this had still to be spent. 
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Austria still profits from special relationship I China resists 


One-time middleman trade with former Comecon Austri an trade with r u-™- Europe 
states survives bloc’s break-up, writes Ian Rodger 
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HEN the Soviet 
empire collapsed 
three years ago. Aus- 
trians feared much of their 
trade would disappear. 

The country had long prof- 
ited from its cold war role as a 
reliable supplier and discreet 
middleman in often clandes- 
tine east-west trade. In the 
mid-1980s, Austrian exports to 
countries of Comecon, the 
Soviet trade bloc, totalled 
ASch25bn-A$ch30bn (£1.3bn- 
£l.6bn) a year, about 8 per cent 
of Its total trade. Imports were 
on a similar scale. 

Today, to the surprise and 
pleasure of Austrian leaders, 
the economic resurgence of 
Czechoslovakia. Hungary and 
Poland has already more than 
offset losses in other former 
Comecon countries. These 
three account for more than 80 
per cent of former Comecon 
trade, according to Austrian 
officials. 

In the first six months of this 
year, exports to the three 
amounted to II per cent of 
Austria's exports. Austria has 
been more successful in trad- 
ing with these countries than 
any other western country, a 
fact that goes some way to 
explaining why the Austrian 


economy has resisted recession 
longer than those of its west- 
ern neighbours. 

Austria's trade with these 
countries has grown sharply in 
the past three years, although 
in the case of Poland the 
growth stopped in the first half 
of this year. 

Mr Egon Winkler, Austria's 
overseas trade director, is opti- 
mistic that the trend will con- 
tinue and perhaps broaden to 
other eastern countries. “The 
demand for products we can 
offer Is very large in the CIS 
[Commonwealth of Indepen- 
dent States] countries, but fin- 
ancing is a problem." 

He says the composition of 
the eastern trade is already 
broadly based. “The outstand- 
ing items are, as you would 
expect, construction equipment 
and materials, services and 
machinery." 

According to the Austrian 
Institute of Economic Research 
(WIFO), 14 per cent of the 
49,000 joint ventures set up in 
eastern Europe have been 
made by Austrian companies. 
And of the roughly $13bn 
(£6.5bn) invested in eastern 
European countries, 6.5 per 
cent has come from Austria. 

Austria is trying to cement 


relationships by offering man- 
agement tr aining to fledgling 
businessmen from eastern 
countries. Mr Johann Famleit- 
ner, deputy secretary general 
of the Austrian Chamber of 
Commerce, says more than 
12,000 people have gone 
through 420 courses to date. 
“They are grateful, and we 
make sure they have a short 
stay with an Austrian com- 
pany while they are here. It is 
the be ginnin g of a number of 
networks." 

The drawback for Austria is 
low-priced imports from the 
eastern countries. The main 
victims are Austrian makers of 
cement, fertilisers, farm 
machinery, building materials 
and, to a small extent, low 
grade steels. (Agriculture 
would be another, but Austria, 
like the EC, fiercely protects 
its farmers.) 

Companies in these sectors 
have been demanding protec- 
tion from what they consider 
dumping by the eastern coun- 
tries. Austrian officials 
acknowledge that eastern com- 
panies benefit from low wages, 
low energy prices and virtually 
no environmental protection 
costs, but they are in a difficult 
position. Austria's exports to 
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Hungary exceed its imports 
from that country by a third. 
The surplus with Czechoslo- 
vakia is 20 per cent. “It is hard 
for us to do anything to help 
these hurt sectors because we 
are doing so well overall," Mr 
F&mleitner says. 

Austria's policy is to try to 
give these sectors time to 
adjust In the case of cement 
which is causing acute prob- 
lems, the government hopes to 
set up an orderly marketing 
agreement with eastern pro- 
ducers to start when import 
quotas are removed at the end 


of this year. 

Some observers estimate 
that up to 100,000 Austrian jobs 
may be lost as a result of the 
new eastern competition. Mr 
Farnleitner puts the figure at 
up to 40,000. 

Mr Franz Vranitzky, the fed- 
eral chancellor, who has to 
bear the political pressure of 
this development, observes 
wryly: "It is one of those diffi- 
cult situations in which you 
see macro-economic success 
and microeconomic defeat” 

Another problem has arisen 
as a result of the association 


agreements between the Euro- 
pean Community and the three 
eastern countries. The agree- 
ments stipulate that goods 
must move directly between 
the two to win duty-free status. 
This causes problems for Aus- 
tria and other members of the 
European Free Trade Associa- 
tion (Efta). especially for the 
many large European compa- 
nies which have established 
depots in eastern Austria to 
serve eastern Europe. 

Talks are to be held soon 
between EC and Efta officials 
to try to resolve the problem. 


ADAPTING TO A CHANGING EUROPE 


ADVERTISEMENT 


DKB: 

Tradition Coupled 
With Innovation 


Thdoshi Okuda was recently named president of Dcd-Ichi 
Kangyo Bank (DKB). Mr. Okuda was bom in Kyoto, Japan's ancient 
capital and a city known for its biend of traditional Japanese culture 
with a spirit of innovation. Those two qualities — tradition and 
innovation — are cornerstones of DKB. The traditional nature of the 
bank comes from its origin, which dates back more than a century, 
while its innovative nature can be seen in DKB's global network and 
breadth of products and services. 



Mr. TMfatthi Okuda, President, Dai-Ichi Kangyo Bank 


Dai-Ichi Kangyo Bank (DKB) is a 
name to remember, not just because it 
is the world’s largest bank in terms of 
assets, but also because of its emphasis 
on reliability and service. 

A recent survey revealed that more 
than 30,000 Japanese companies have 
chosen DKB as their main bank. 
Those customers, and the ones that 
DKB serves at its 69 offices in other 
countries around the world, know that 
there Is much more to DKB than just 
numbers. 


Emphasis on reliability 
and service 


Tadashi Okuda, president of DKB, be- 
lieves that for ail its financial strength, 
his bank’s most valuable assets are its 
reliability and service. 

In a new global era in which financial 
market liberalisation worldwide means 
greater competition than ever before, 
Mr. Okuda says that “without a strong 
reputation for reliability and service, 
ranking means nothing.” 

Mr. Okuda has lived that banking 
philosophy for 37 years. He vividly 
remembers his days as a junior 
manager, “making the rounds of our 
customers, with sweat on my brow and 
often blisters on my feet” He, and 
thousands of young managers like 
him, helped build a financial network 
which now serves close to 800,000 
customers per day at DKB’s 400 
branches throughout Japan. 

Soon after he became president, 
Mr. Okuda began to re-establish 
his links with branch employees, 
whom he believes are the key to 
remaining a preeminent bank. This 
month, he is visiting branch offioss, 
“Tb see for myself how our 


employees — especially our young em- . 
ployees— are serving our customers. 

I want to make sure we are sensitive 
to their service needs.” 


The key to continued 
success 


In its home market, where customer 
satisfaction is an important corporate 
goal, Mr. Okuda adds another dimen- 
sion. “Customer satisfaction,” he 
says, “cannot be achieved if we do not 
also have employee satisfaction — the 
satisfaction of knowing you are serv- 
ing the customer well.” 

DKB’s reputation for quickly respond- 
ing to customer needs is one reason 
why it has become one of the world’s 
most comprehensive financial institu- 
tions. The bank offers services on four 
continents from private banking to 
M&A and project financing. 

In a period of generally slower eco- 
nomic growth, DKB also is well- 
positioned in the most dynamic region 
in the world— Asia. “Ws foresee 
strong economic growth in Asia 
throughout the coming decade and 
into the 21st century,” says Mr. Okuda. 
“Our network of information sources 
and our business contacts throughout 
Asia allow us to offer sophisticated 
services to companies doing business 


in the region.” 

DKB has another important business 
advantage — its independence. Because 
it is not tied to any corporate group, 
DKB can do business unhampered by 
intra-group relationships. 

This also means a competitive edge 
for DKB’s foreign customers in Japan, 
where DKB banking expertise, includ- 
ing its broad range of business and 
information connections, acts as a 
bridge for customers worldwide who 
are interested in the Japanese market. 


Long-term business 
relationships 


“Our experience, and our reputation 
for reliability, are based on our 
philosophy of building long-term busi- 
ness relationships,” says Me. Okuda. 
“As we expand our international busi- 
ness, customers around the world are 
discovering the benefits of our ap- 
proach to h anking -** 

In Europe, where each nation has 
its own unique history and national 
characteristics, DKB has a network 
spanning 10 countries. The bank re- 
sponds to the needs of local as well 
as Japanese companies, and is fully 
prepared for the emergence of a single 
European market in 1993. 
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Good coiporate citizenship 
is crucial 


And as DKB has become a truly global 
bank, Mr. Okuda defines service and 
trust within new contexts. “Being a 
good corporate citizen is a crucial part 
of our approach to every local mar- 
ket,” he says. 

In Japan, DKB’s corporate logo is a 
heart, symbolising its friendly service 
and concern for the welfare of both its 
customers, and local communities. 
For 20 years, DKB has supported a 
foundation which runs welfare pro- 
grams, and the bank rewards its em- 
ployees who are active in volunteer 
social work with extra holidays. 

lb help protect the environment, DKB 
created a special bank account last 
year, interest from this account sup- 
ports World Wide Fund for Nature 
Japan (WWF Japan). The bank, 
together with WWF, is involved in a 
cooperative effort to aid a conserva- 
tion project in the Galapagos Islands. 
DKB intends to make a positive contri- 
bution to society, not just in Japan, 
but world-wide. 


A vital rote, in the global 
economy 

In the largest context of all, the global 
economy, Mr. Okuda sees a key role 
for DKB. “As the world increasingly 
looks to move forward through 
cooperation— not conflict, our goal at 
DKB is to seek partnerships, to play 
an active role in improving the lives of 
local people in every country where we 
do business.” 

In the process, he hopes DKB will be 
known not only for its financial stabili- 
ty and expertise, but also for its “heart” 


By Yvonne Preston In Balpng 

THREE days of talks between 
the US and China, aimed at 
heading off the threat of a 
trade war over access for US 
goods, have ended in failure. 

Mr Michael Moskow, the dep- 
uty US trade representative, 
said nevertheless he remained 
“hopefUl" of progress. 

The dispute over access to 
the Chinese market for US 
goods threatens to blow up 
into a trade war. The US deficit 
with China stands at S12.7bn 
and is rising. Washington 
argues that (Aina cannot be 
allowed to run op a huge trade 
surplus while keeping its own 
markets closed through tariffs, 
import licensing and other bar- 
riers. 

The US has warned it will 
impose punitive tariffs on 
about $4bn of Chinese products 
If the row is not resolved. Mrs 
Carla Hills, the US trade repre- 
sentative. last month issued a 
44-page list of Chinese imports. 
Including footwear, silks, lug- 
gage and electronic goods, that 
could face a doubling of tariffs 
unless China takes significant 
action to open its market by 
October 20. 

China retaliated with a 
threat to impose higher tariffs 
on US imports. 

The war of words between 
the two hotted up with the 
decision of President George 
Bush to sell F-I6 fighters to 


Taiwan. Beijing reacted furi- 
ously. adding tothe strain on 
bilateral relations. Outraged 
commentaries in the Chinese 
media accused the US of deceit, 
lies and interference in China's 
domestic affairs. 

Beijing said it would refuse 
to co-operate with the US in 
the UN and would stop buying 
American wheat if the F-16 
sale went through. 

Mr Moskow said in Beijing 
yesterday the Chinese side had 
commented on US arms sales 
to Taiwan but it was not a serf- . 
ous part of the discussion. He 
stressed that the negotiations, 
which began a year ago, .bad 
focused on trade. 

Further talks are to be held 
in Washington in early Octo- 
ber. One observer said he 
expected China to -respond to 
US pressure at the eleventh 
hour, as It did In negotiations 
with the US on copyright and 
intellectual property. . 

Heavily dependent on 
exports to fuel its economic 
boom, China would, come off 
worst in any trade war and is 
unlikely to risk a confronta- 
tion. 

Only 2 per cent of US exports 
go to China, tart America takes 
20 per cent of Chinese exports. 

Mr Moskow sahl the outcome 
of the negotiations would 
affect US treatment of China's 
moat-favoureti-natton trade sta- 
tus and on US attitudes to Chi- 
na's accession to Galt. 


Algeria to 
control 
imports 

By Francis GhlMa 

ALGERIA has set op a 
government committee to 
decide on import priorities. 
This marks a reversal of the 
policies followed since 1980 of 
liberalising a strictly central- 
ly-controlled economic system. 

The government said it was 
acting "to contain the risk of 
economic, social and political 
collapse", a reference to the 
resurgence of Islamic funda- 
mentalism since the electoral 
process was suspended last 
January and to the unprece- 
dented economic strains from 
the debt service ratio of the 
last three years. 

Priority will be given to 
imports of foodstuffs, running 
at about $1.8bn this year, 
pharmaceutical products and 
building materials. The decree 
urges importers to “limit their 
foreign exchange spending to 
a strict minimum” and to 
forego ostentatious purchases 
such as luxury cars. 

Imports are expected to 
reach about $7bn this year 
while exports, mainly oil and 
gas, will reach SI 1.3 bn. How- 
ever, because of the very 
heavy cost of servicing foreign 
debt, the ratio of repayments 
to foreign income Is expected 
to remain high, at 74 per cent 


Daimler in 
Mitsubishi 
engine deal 

By Steven Butler in Tokyo 

MITSUBISHI Motors of Japan 
and Daimler-Benz are dose to 
an agreement under which Mit- 
subishi win supply the German 
vehicle group with diesel 
engines for light trucks. 

Mitsubishi confirmed yester- 
day the two companies were 
negotiating an engine deal, 
although it refused to discuss 
details. 

The deal, expected to be con- 
cluded by year end, would 
mark one of the first tangible 
co-operative arrangements, 
between the two companies, 
following a widely publicised 
decision by the two In 1990 to 
seek a broad strategic alliance. 

An earlier agreement 
between the two companies 
under which Mitsubishi deal- 
ers in Japan have been selling 
Mercedes-Benz cars has run 
into difficulties, in part 
because Mercedes is interested 
in developing Independent 
dealers in Japan who specialise 
in its vehicles. 

The Nihon Kelzai Shimbun 
newspaper reported that Mitsu- 
bishi would be developing a 
2,800cc diesel engine for Daim- 
ler-Benz's Tl model vehicles, to 
be marketed frean 1995. Mitsu- 
bishi would supply about 9,000 
engines a year. 


Hopes mount for 
River Plate bridge 


By John Barham 
In Buenos Aires 

ARGENTINA and Uruguay 
believe they have come a step 
closer to fulfilling a 100-year- 
old dream of building a bridge 
across the River Plate, which 
divides them. 

Officials from both countries 
are pleased with the results of 
a two-day conference last week 
in Buenos Aires where more 
than 100 bankers, construction 
companies, consultants and 
architects discussed the proj- 
ect. The two governments 
believe the 55km bridge can be 
built entirely with private 
money. 

The bridge would cost 
between $800m and Jibn 
(£526m). Investors would 
recoup their outlay through 
tolls and services ranging from 
fast food outlets to bureaux de 
change and duty free shops. 

After 30 years the concession 
would be transferred to the 
two governments. 

Economists estimate the 
bridge could yield rates of 
return on investment of 14.22 
per cent a year. However, one 
engineer pointed out that a 
flhn investment would require 
cashflows in excess of $100,000 
a day - an improbable see- 
nario. A banker said the risks 
of such a large, fixed invest- 
ment would make some form 
of state guarantee essential. 

To be particularly attractive 
the project would also require 
a motorway link to southern 
Brazil. But serious discussions 



with Brasilia over construction ' 
of a motorway have hardly 
begum 

The bridge would present 
few technical difficulties; the 
only potential problem being 
the sinking of foundations into 
the estuary |s soft, silty bed. 

A consultant . said that 
although the proj'ect wouid not 
have a great environmental 
impact, heavy, traffic flows 
could alter social life in Uru- - 
guay's rural, interior... • 

The two governments will 
spend several weeks consider* 
tag suggestions made daring, 
the conference before drawing 
up terms of reference for a 
group of . consultants to be 
hired with. World Bank loena. 

The. consultants _woul.d. 
report back- in 1994;"A conscnv j 
tium would then be cfaosettrtq ‘ 
finance, build and manage the 
bridge, with the hope-tf com- .: 
Pletion by 1998, . '? 
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NMB Bank has changed its name. We are now ING Bank, or in full, 
Internationale Nederlanden Bank. 

We have made the change to emphasise that we are part of 
ING Group, one of Europe’s major financial institutions. 

Behind the new name, you will find the same distinctive and 
innovative international banking strengths. With over 60 offices in 
more than 30 countries, we are a world leader in Emerging Markets 
Banking; we hold a prominent position in Trade & Commodity 
Finance; and we are showing significant growth in International 
Private Banking and International Corporate Banking. 

Today, as ING Bank, we are continuing to build upon these 
strengths for the future. 
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Japan’s downturn gathers pace 


By Charles Lead beater 
in Tokyo 

JAPAN'S Electronics Industry 
Association said yesterday it 
was preparing to apply to the 
government for subsidies to 
help the industry through the 
“employment adjustment” 
needed to cope with the reces- 
sion, which has hit hard at 
consumer electronics manufac- 
turers. 

The Labour Ministry’s cen- 
tral employment security coun- 
cil,, an advisory panel, yester- 
day disclosed that five other 
industries had approached the 
government over employment 
subsidies and a further eight 
were considering doing so. 

A company becomes eligible 
for the subsidy if its sales, pro- 


duction and employment fall 
by more than S per cent in 
three months. Employment 
subsidies cost the government 
Y40bn {£164. Bra) in 1987, which 
was the last time they were 
extensively used as the Japa- 
nese economy was hit by a 
sharp appreciation of the yen. 

While unemployment 
remains low, “employment 
adjustment” refers to the 
t ransfe r of surplus workers. 

The electronics industry's 
troubles present one of the 
clearest signals yet of how the 
recession is starting to eat in 
to Japan's industrial heart- 
lands. 

The association's call for 
employment subsidies followed 
a warning that electronics out- 
put, one of the mainstays of 


Japanese manufacturing, could 
suffer its sharpest Call since 
1975. 

The association said it had 
scrapped its original forecast of 
growth of about 5.6 per cent to 
a M in the value of produc- 
tion of between 5 per cent and 
8 per cent 

The fall has been led by a 
sharp drop in the production of 
consumer electronics, video 
cassette recorders, camcorders 
and audio products, which are 
expected to be about 17 per 
cent below last year’s output 

Electronics output in the 
first half of the year was 10.4 
per cent down on the same 
period in 1991. 

Further grim economic sta- 
tistics yesterday confirmed the 
parlous health of the Japanese 


economy. Corporate bankrupt- 
cies were up 28.9 per cent in 
August from a year earlier, 
according to a report by Tei- 
koku Data Bank, the credit 
research company. 

Although the number of 
bankruptcies rose sharply, the 
debts owed by companies 
which went bankrupt fell by 60 
per cent from last year, 
reflecting the fall in large 
bankruptcies and the growing 
number of small companies 
falling prey to the recession. 
Bankruptcies in manufacturing 
were up by 68 per cent on last 
year, while real estate bank- 
ruptcies rose by 16 per cent A 
growing number of bankrupt- 
cies are due to the downturn in 
the economy rather than the 
stock market fall, which had 


been the main force behind the 
rise in corporate failures over ; 
the past two years. 

Further evidence of the weak 
state of the manufacturing sec- 
tor was disclosed by official fig- 
ures for orders of new machin- 
ery. Private-sector demand for 
new machinery rose 12.9 per 
cent in July against the mouth 
before, according to official fig- 
ures from the Economic Plan- 
ning Agency. However, most of 
the rise was accounted for by 
non-manufacturing companies. 

Investment in new equip- 
ment by manufacturers contin- 
ues to fall sharply in many sec- 
tors. with machinery orders 
26.8 per cent down in the car 
industry. 13.8 per cent lower in 
textiles and 5 per cent down in 
the steel industry . 


Protests lodged with Russia 


By Steven Butler in Tokyo 

JAPAN HAS made an official protest to 
Russia over a development project on the 
island of Shikotan, part of the southern 
Kuriles chain seized by Soviet troops at 
the end of the second world war but still 
claimed by Japan. 

The row was at the heart of the abrupt 
cancellation last week of a visit to Japan 
by President Boris Yeltsin. Relations 
between the two countries have since 


grown icy as each side has hardened its 
position and sought to blame the other 
over the cancellation. 

The protest is over a decision by the 
.Sakhalin provincial authorities to grant a 
development contract for part of the island 
to Carlson & Kaplan, a Hong Kong com- 
pany. The contract involves a 50-year lease 
on 278 hectares of land, for which the 
company is to pay $125m (£63.4m). The 
wimpany plans to build a casino. 

The protest, delivered to the Russian 


Foreign Ministry in Moscow and to the 
Russian embassy in Tokyo, said that 
Japan could not tolerate the contract 
because it covered Japanese territory, 
which the former Soviet government had 
agreed in 1956 to return. 

Mr Koichi Kato, chief cabinet secretary, 
said yesterday that Japan was ready to file 
a second protest if it was able to confirm 
reports that an Austrian company might 
obtain a contract to build a golf course on 
Kunishir, another of the disputed islands. 
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Hong Kong 
may accept 
airport deal 

By Simon Ho foe rt on 
in Hong Kong 

THE Hong Kong government 
yesterday appeared to reverse 
policy by accepting a Chinese 
5oIntion to a dispute over fin- 
ancing for the colony's new 
airport, which would involve 
an increase In direct govern- 
ment funding. 

It is understood that, at a 
meeting of a SinoBritLsh com- 
mittee yesterday, the British 
side agreed to use part of the 
revenue raised from the sale of 
land resulting from the con- 
struction or the airport and Its 
connecting railway to fond the 
project. 

The Hong Kong govern- 
ment’s position has been that 
the package it had devised was 
the most cost-effective method 
of financing the project. 

• China is seeking to restore 
order to its stock markets 
after August’s riots in Shen- 
zhen and a sharp fall In prices 
in Shanghai, Reuter reports 
from Beijing. 

Quoting reliable sources, the 
state-controlled C hina News 
Service said new listings on 
the Shenzhen market had been 
postponed, plans for a third 
bourse shelved and a regula- 
tory committee would be cre- 
ated. 


Mideast 


By Hugh Carnegy 
In Jerusalem 

ISRAELI and Syrian officials 
said last night they had made 
significant progress during 
talks in Washington towards 
agreeing a joint statement of 
principles that would form the 
basis of substantive peace 
negotiations between them. 

"We agreed on the general 
character of the settlement 
that we all want to see In the 
Middle East we agreed that we 
all want a peaceful solution, 
we agreed on the mutual 
nature of the security problem 
and that security arrange- 
ments need to take into 
account the security needs of 


both sides," said Mr Itamar 
Rabinovitch. Israel's., chief 
n^ortator with Syria. - 
' The optimistic comment* 
from both partin were the 
most positive. so far between 
Israel and . Syria, if they 
achieve the aim of a joint sfcqj. 
merit by the end of the ptweat 
round of tafia next" week, fc 
will w an unprecedented 
breakthrough to tour, decades 
of enmity between them 
would open the way to sub- 
stantive talks on the core issue 
of the Golan Heights, occupied 
by Israel since 1867. . 

However, little progress was 
reported in the parade! talks 
between Israel and the Pales- 
tinians, Jordan andLebanon. 


India lifts oil prices 


By Alexander N4coll, 

Asia Editor 

INDIA has raised petroleum 
prices by 18 per cent as part of 
its drive to reduce government 
subsidies and the fiscal deficit. 
Mr Manmohan Singh, finance 
minister, said in Loudon yes- 
terday. 

Petrol went up by more than 
7 per cent, diesel by 21 per cent 
and bottled gas, the most 
widely-used urban cooking 
fuel, by 22 per cent, from yes- 
terday morning. Only kero- 
sene. cooking fuel for the poor. 


was exempt from the increase. 

“We have dearly shown our 
commitment to deal with the 
fiscal crisis,” Mr Singh said, 
during a visit to Britain. 

He said India's export perfor- 
mance was encouraging, if tbe 
drop in trade wfth the former 
Soviet Union, which axed fo 
purchase half of India's 
exports, was. left out of 
account Exports to convertible 
currency areas ran by 6 per 
cent In dollar terms tot year, 
despite a squeeze on imports, 
and were no*, rising by 8 to 10 
percent 


Zimbabwe pins 
hopes on the 
coming of rain 

A S Zimbabwe slides 

inexorably into its m TT ■ ■ 
deepest recession in 60 I Oil Y HaWKlDS 


A S Zimbabwe slides 
inexorably into its 
deepest recession in 60 
years, recovery hopes are 
pinned entirely on above-aver- 
age rains in the coming season. 

The economy is going into 
ever-steeper decline as the 
impact of last season’s cata- 
strophic drought is exacer- 
bated by social problems and 
water and electricity shortages. 

The government estimates 
that some 5m people, roughly 
half the population, are receiv- 
ing drought relief Two weeks 
ago, the monthly drought relief 
allocation was cut from 15 kilo- 
grams per person to 8 kg. 

In Bulawayo, the country’s 
second largest city which 
accounts for a quarter of Indus- 
trial production, local officials 
warn that water will “run out” 
by the end of next month 
unless good rains fall before 
then. However, Bulawayo’s 
rains do not normally start 
until mid-November. 

The electricity crisis has its 

The International Monetary 
Fund (IMF) has approved an 
SDR315m (£233. 73m) three- 
year loan to Zimbabwe, of 
which SDR200.6m may be 
drawn under the enhanced 
structural adjustment facility. 
The balance comes under the 
extended fund facility. 

origins in prolonged official 
delays, first in agreeing a pro- 
gramme for new generation 
capacity and subsequently in 
imposing load-shedding. 

Power cuts were first mooted 
in May, but then postponed in 
favour of electricity imports 
from Zaire. In mid-September a 
new rationing scheme was 
announced, but within 24 
hours it had been temporarily 
postponed because of “a techni- 
cal hitch". 

The worst of the maize crisis 
too could have been averted 
had the government heeded 
repeated warnings going back 
to the late 1960s that its “cheap 
food" policy would lead to 
under-production. 

Farm production is expected 
to fall 40 per cent this year, 
with maize deliveries at less 
than 30,000 tonnes compared 
with 1.8m tonnes in the mid- 
1980s. Cotton production col- 
lapsed to 52,000 tonnes from 
320,000 three years ago, while 
sugar deliveries to mills were 3 
per cent of normal levels. 

Although production of the 
country's main export, flue- 
cured tobacco, increased 
despite the drought, quality 
was seriously affected. With 
three quarters of the crop, esti- 
mated at 180m kg now sold, the 
average price of ZS8.G0 (90p) a 
kg is 25 per cent below last 
year’s seasonal average of 
ZS1L57. On present trends, the 
signs are that the seasonal 
average will be close to Z$8, 
not far above the estimated 
break-even level of Z$750 a kg. 

Hie fall in farm output will 
be partially cushioned by 
increased beef production and 
prices - the result of high 
forced slaughter rates - con- 
tinued growth in horticulture, 
where exports have risen from 
Z$5m In the mid-1980s to the 
some Z$200m this year and 
tobacco earnings of about 
Z8l.4bn, still down almost 30 
per cent on last year. 

Hopes of a powerful farm-led 
rebound in the economy next 
year look increasingly fragile. 


Tony Hawkins 
reports on how 
drought has hit 
the economy hard 


Not only will 1992-1993 plant- 
ings be constrained by lack of 
Irrigation water, but worsening 
water and electricity supply for 
all sectors of the economy will 
inhibit recovery. 

Manufacturing output which 
continued rising until May, is 
now felling sharply and indus- 
trialists expect an output 
decline of around 5 per cent in 
1992. No recovery is likely until 
tbe latter half of next year, and 
that will be only modest given 
high nominal interest rates, 
falling investment and employ- 
ment at home and deteriorat- 
ing sales in South Africa, 
which is the country’s main 
market for manufactured 
exports. 

Drought - and the IMF 
- have forced the authorities 
to tighten both fiscal and mon- 
etary policy. Despite angry 
criticism from some business- 
men, money market interest 
rates have been pushed above 
the Inflation rate, currently 41 
per cent, and further increases 
are inevitable before inflation 
peaks, probably not far short of 
50 per cent, later in the year. 

Mr Bernard Chidzero, the 
finance minister, has come in 
for sharp criticism, too, for his 
failure to cut public spending 
in his 1992 budget This is mis- 
placed, however, since after 
adjusting for the Z$2bn 
drought relief provision, Mr 
Chidzero budgeted for only a 5 
per cent rise in public expendi- 
ture, which with forecast infla- 
tion of 35 per cent over the 
next fiscal year. Implies a huge 
reduction in real spending. 
Indeed, the share of govern- 
ment spending in GDP will fall 
from close on 50 per cent last 
year to 40 per cent in 1992-1993. 

All of this is predicated on 
the minister’s ability to make 
his cuts stick. 

T he omens are sot good; 
not only has govern- 
ment recently upgraded 
its estimate of maize imports 
from l.8m tonnes to 2.5m 
tonnes, but its 10 to 15 per emit 
civil service pay award exceeds 
the 7.3 per cent budgetary pro- 
vision. With the IMF breathing 
down his neck, Mr Chidzero 
may yet have to make further 
swingeing cuts, with defence 
being everyone’s preferred tar- 
get 

If the minister fails to 
achieve his courageous spend- 
ing targets and the Reserve 
(central) Bank, which has 
stuck resolutely to its tight 
money stance, is forced to back 
down in tbe face of vociferous 
business criticism, then hopes 
of lower inflation and interest 
rates next year will come to 
nought 

With good rains there should 
be a recovery In the latter half 
of 1993, though only a modest 
one, while inflation will 
remain uncomfortably high 
and renewed devaluation will 
be necessary. But another 
drought would add Zimbabwe 
to tbe growing list of sub-Saha- 
ran countries requiring 
upwards or Slbn a year in for- 
eign assistance. 
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MMC blocks N Sea helicopter sale 
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By Paul Betts, 

Aarospac a Correspondent 

THE PROPOSED merger of 
two UK helicopter operators 
was blocked yesterday by the 
Monopolies aid. Mergers Com- 
mission (MMC) on the grounds 
that it was against the public 
Interest. ... 

Bond Helicopters, based in 
Aberdeen, north-east Scotland, 
had intended to buy British 
International Helicopters 
(BIH), which was put into 
administration last December 
following the death of Mr Rob- 
ert Maxwell who had acquired 
it from British Airways in 1986. 
Both companies provide heli- 
copter services in the North 
Sea to toeUK offshore oil and 

gas industry. 

The MMC concluded yester- 
day that a merger of BIH with 
Bond Helicopters would leave 
only two operators in that sec- 
tor. each with about half the 
market, and that *hi« coold 
reduce competition and force 
up prices for North Sea off- 
shore helicopter services. 

The biggest operator in the 
North Sea is Bristow Helicop- 
ters with about 51 per cent of 
the market, followed by Bond 
with 29 per cent and BIH with 
the remaining 20 per cent BIH 
also, operates a passenger heli- 
copter service between Penz- 
ance and the Scllly Isles, off 
the south-west of England. 

An earlier bid by Bristow fed' 
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The merger was blocked to maintain competition, but critics said foreign operators were preparing to attack the market 


the former Maxwell-owned 
business was withdrawn after 
it was referred to the MMC. 

Yesterday's MMC decision 
was criticised by fib Stephen 
Bond, the Aberdeen company’s 
managing director, as demon- 
strating “a complete lack of 
understanding of the indus- 
try”. He said it felled to recog- 
nise that foreign competitors 
were preparing to attack the 
UK offshore market 


“The decision has been made 
from a UK point of view when 
it should have been looked at 
from an overall European per 
spective," he said. “There are 
already 11 other European 
operators working in non-UK 
waters and this decision 
severely weakens the UK heli- 
copter industry’s ability to 
compete effectively and main- 
tain market share.” he added. 

Mr Bond said. KLM Helicop- 


ters and its US partner ERA 
had recently applied for an 
operating licence for UK 
waters. 

However, the MMC said 
demand for helicopter services 
in the UK sector of the North 

Sea was Hkely to remain stable 
or decline over the next few 
years. It argued that if the 
merger went ahppd , neither of 
the two remaining operators 
would compete strongly for 


market share and prices would 
tend to rise. 

The MMC also claimed there 
was unlikely to be any success- 
ful competition from a new 
company entering the market 

But Mr Bond said BIH would 
have benefited from the pro- 
posed acquisition by his com- 
pany. “Now they will have to 
go it alone at a time when mar- 
kets are reducing and competi- 
tion is increasing,” he said. 


CHANNEL ISLANDS 


Guernsey sees 45% rise in 
funds under management 


By Sue Stuart 

TOTAL FUNDS under 
management In Guernsey, in 
the Channel Islands, rose 45 
per cent last year to a record 
£6.4bn by year-end, according 
to the Guernsey Financial Ser- 
vices Commission annual 
report published this week. 

The report notes a continu- 
ing trend towards foods for 
institutions and higb-net-worth 
individuals. The commission 
says in its report that the rise 
is due to “an accelerating trend 
of consolidation” with several 
small funds me r gin g or wind- 
ing ap and being replaced 
with schemes that attrac- 
ted substantial investment. 

Altogether, 20 licences were 
granted to institutions by the 
commission under the Protec- 
tion of Investors Law and 12 
surrendered their licences dur- 
ing the year. 

Total licensees at the end of 
1991 stood at 141, the report 
says. Fifty-nine of the 221 
Guernsey managed funds are 
quoted on the international 
stock markets. 

Guernsey's insurance indus- 
try also showed marked expan- 
sion daring the year. There 
was little growth in the early 
part of the year, and increased 
competition from other centres 
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Who hasn’t sat through a stage or 
circus act and marvelled at the 
professionalism and colourful 
appearance of those taking part? 

Well, Hewlett-Packard believe that 
when people go through business 
reports, documents and presentations 
they should be equally impressed. 

Impressed with you too, if you have 
to juggle with all the various projects 
and ensure they’re ready on time and 
look good. 

That’s why the HP DeskJet 500C has 
been introduced. With laser-quality 
output (300 dpi) on plain paper or 
transparencies in black and white, the 
output has always looked professional 





But now, you can achieve the right 
balance between black and white 
and colour by simply changing the 
ink cartridge. In this way, word 
processing, spreadsheets and business 
graphics can all be made brighter and 
given extra impact 

The HP DeskJet 500C supports all 
windows 3.0 applications. 

If you use the HP DeskJet 500C your 
finished documents will certainly get 
the business equivalent of a standing 
ovation. 

The possibility made reality. 
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is blamed. A change in tax 
laws for captive insurance 
companies in Jniy 1991 
resulted in 17 new captives reg- 
istering by the end of the year, 
bringing the total offshore 
insurance companies in Guern- 
sey to 204. A captive is a 
wholly owned subsidiary that 
insures some or all of the risks 
of its parent or can write third- 
party insurance, mainly rein- 
surance. 

The tax change restored to 
captives an optional taxation 


system - no tax. a sliding 
scale on investment income 
from shareholders' equity or a 
flat rate of 20 per cent 

However, the FSC commis- 
sion does not welcome the fact 
that some Guernsey-based cap- 
tives encouraged by the cur- 
rent economic climate, are 
sending dividends back to their 
parents as much as they are 
allowed. 

Bank deposits in the island 
rose 5 per cent to £l6-25bn. The 
report says all but two banks 
attained the risbassot ratio of 
10 per cent by the end of 1991. 
The ratio is set by the commis- 
sion. and is 2 percentage points 
higher than that of the Basle 
Committee of bankers which 
sets international banking 
standards. 

One new bank was registered 
in the year, but the closure in 
June 1991 of the Guernsey 
operation of First National 
Bank of Chicago has left the 
total number of banks on the 
island at 72. 

Ultimate ownership of the 
banks lies in 16 countries and 
the FSC would like to see new 
banks from areas not already 
represented. 

Guernsey Financial Services 
Commission annual report Val- 
ley House, Hirzel Street. St 
Peter Port. Guernsey. 


Britain in brief 



Botnar wins 
franchises 
for dealers 

Automotive and Financial 
Gronp (AFG), the motor 
retailer controlled by Mr 
Octav Botnar, has succeeded 
in gaining the Fiat gronp fran- 
chise for 25 of Its dealerships. 

AFG is qnickly becoming 
one of the top three multi-fran- 
chise UK dealer groups and 
has gained franchises from at 
least seven leading car makers 
for its UK network. 

The future of the group was 
placed at risk when Nissan 
UK, its sister company, lost 
the Nissan franchise at the end 
of last year as a consequence 
of the bitter, long-ranning 
legal conflict between Mr Bot- 
nar and Nissan Motor, the Jap- 
anese car maker. 


PSBR £2.9bn 
in August 

Public sector finances deterio- 
rated by less than expected last 
month, although government 
tax receipts continued to be hit 
by the recession. 

The public sector borrowing 
requirement in August was 
£29ba including privatisation 
proceeds of £7m. half-a-million 
pounds less than expected. 

That brought the cumulative 
PSBR total since April - the 
beginning of the financial year 
- to £14-3bn, compared with 
£7.9bn in toe same period last 
year. Excluding privatisation 
proceeds the cumulative total 
was £17.8bn. 


N-plant to 
stay closed 


A seepage of six gallons of plu- 
tonium nitrate is expected to 
halt reprocessing at British 
Nuclear Puds’ SeUafleld plant 
in West Cumbria for another 
four weeks, the company con- 
firmed yesterday. 

BNFL, which stopped repro- 
cessing last week after the 
seepage from a plutonium 
e v ap o rator was discovered, is 
now preparing a report, 
requiring Nuclear Installa- 
tions Inspectorate approval, 
on how it proposes to recover 
the liquid. 

The company said no 
employees would be laid off, 
and it still hoped to catch up 
on its reprocessing pro- 
gramme, Its core business and 
an important contributor to 
BNFL profits- The incident has 
been registered, on toe lowest 
level of toe International 
Nuclear Event Scale; no radio- 
activity escaped from the 
stainless steel containment 
cell housing the evaporator 
into working areas or toe envi- 
ronment, BNFL said. 


Rolls-Royce 
offers 4.25% 

Rolls-Royce’s aerospace divi- 
sion is offering many employ- 
ees pay rises of 4J25 per cent in 
a move which will end a nine- 
month pay freeze and further 
tackle some of the damage 

caused by the way the freeze 
was implemented. 


Although the company does 
not conduct national pay nego- 
tiations, employees at various 
plants around the country 
have been presented with iden- 
tical offers. 


Partnership 
wins backing 

An attempt to create a new 
industrial consensus based on 
the idea of flexibility for 
employers and job security 
plus Involvement for employ- 
ees was launched yesterday 
with the backing of several 
senior industrialists and union 
leaders. 

Sir Bryan Nicholson, chair- 
man of toe Post Office, Mr 
David Sainsbury, deputy chair- 
man of J Sainsbury, and Sir 
John Harvey-Joues, former 
chairman of 1CL were among 
supporters of the initiative 
launched by toe Involvement 
& Participation Association 
(IP A) which was also backed 
by senior personnel directors 
at ICI and Unilever. 


BR lures new 
passengers 

British Rail's Intercity sector 
yesterday launched a vigorous 
campaign aimed at luring back 
passengers lost because of the 
recession. 

Innovations include cut-price 
first class tickets for leisure 
travellers, a bistro-style restau- 
rant car service, and the intro- 
duction of customer welcome 
teams at main Intercity sta- 
tions. 

Mr Chris Green, InterCity’s 
managing director, said reve- 
nues were heading for a £50m 
shortfall in the current finan- 
cial year because of a down- 
turn in business and leisure 
travel. 


Warning on 
teachers’ pay 

Tough advice from the govern- 
ment to the teachers' pay 
review body to keep down the 
cost of this year’s salary 
award for teachers gave fur- 
ther evidence of the Treasury’s 

determination to contain pub- 
lic sector pay. 

Mr John Patten, education 
secretary, told the review 
body: “It is unacceptable if, 
over time, the review bodies 
recommend settlements in 
excess of those being obtained 
by other groups in the private 
and public sectors.” 

Coming after this year's 
teachers’ pay settlement of 7.8 
per cent, and 9.5 per cent the 
year before, Mr Patten’s evi- 
dence is a warning to the 
review body not to award 
another significant real 
Increase. 

Mr Patten's submission 
states bluntly: “The govern- 
ment is determined that the 
public sector should not be 
insulated from the farther 
downward adjustments to pay 
settlements which are essen- 
tial elsewhere in the economy 
to improve our International 
competitiveness and employ- 
ment prospects." 

Advisors for 
Post Office 

Kleinwort Benson and KPMG 
Peat Marwick have been 
appointed to advise the govern- 
ment in its wide-ranging 
review of the Post Office's 
organisation and structure. 
The review is expected to lead 
to the privatisation of the Post 
Office. 
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A “magic bullet" against 
cancer - a drug that 
destroys tumour cells 
without harming 
healthy tissues - has been one 
of the longest-postponed prom- 
ises of medical research- Now 
at last, after four decades of 
patchy progress, several candi- 
date bullets are undergoing 
clinical trials and they could 
be available commercially 
within five years. 

The idea of using the 
immune system to create anti- 
bodies specific enough to seek 
out and eliminate disease-caus- 
ing cells, without doing any 
other damage, was proposed 90 
years ago by the German 
microbiologist Paul Ehrlich. 
And anti-cancer antibodies 
linked to radioactive iodine 
were first tested in the 1950s at 
the Memorial-Sloan Kettering 
Institute in the US. 

There were a few promising 
experiments during the 1950s 
and 1960s but the “polyclonal" 
mixtures of antibodies avail- 
able at the time did not give 
reliable results. The real 
excitement started in the late 
1970s, after scientists at the 
MRC Laboratory of Molecular 
Biology in Cambridge discov- 
ered how to make pure “mono- 
clonal" antibodies. Researchers 
could then produce large quan- 
tities of identical antibodies, 
all designed to home in on a 
single target 

The first generation of anti- 
body-based cancer products is 
now reaching the market They 
are magic paints rather than 
magic bullets - diagnostic 
tests to give doctors a more 


TECHNOLOGY 


Continuing a series on drug discoveries, Clive Cookson looks at 
cancer treatments that destroy tumours but save healthy tissue 

Fighting the war 
with magic bullets 


accurate Image of the tumour 
than traditional methods such 
as physical examination or 
X-rays. 

The tests contain antibodies 
which bind to proteins that are 
found only on a specific type of 
cancer cell; they are linked to 
radioactive isotopes whose 
radiation is detected outside 
the body with a special cam- 
era. 

The first such test to receive 
marketing approval - an 
imaging agent for colo-rectal 
cancer produced by Cytogen of 
New Jersey - went on sale in 
Europe at the end of last year. 
Although the US Food and 
Drug Administration has not 
yet licensed an antibody-based 
cancer imaging test, several 
are expected to receive FDA 
approval within the next year 
or so, including one for lung 
cancer from NeoRx of Seattle. 

The development of anti- 
body-based drugs, designed not 
to show up cancer cells but to 
destroy them, has been slower. 
However a variety of drugs are 


now in clinical trials, following 
recent progress towards over- 
coming some of the problems 
that held up research during 
the 1380s. 

• Monoclonal antibodies were 
originally made from mouse 
cells which provoked an 
unwanted immune response in 
patients. As a result, many or 
the antibodies were destroyed 


example the Campath-iH anti- 
body, developed at Cambridge 
University and now undergo- 
ing c linical trials with Well- 
come, the UK drug company, 
contains only 1 per cent rodent 
material and does not provoke 
any adverse reaction. 

• To the immune system, can- 
cer cells look extremely similar 
to normal cells. There has been 


Since conventional chemotherapy, 
radiation and surgery still fail to cure 
most tumours, the potential market for 
inn ovative cancer treatments is worth 
several billion dollars a year 


before they reached their tar- 
get The solution is to make 
genetically engineered 
“humanised antibodies" in 
which only the active site that 
binds to the cancer cell comes 
from the mouse and the 
remainder is human. For 


a serious shortage of distinc- 
tive “marker” proteins which 
distinguish the tumour well 
enough to make it a clear tar- 
get for an antibody drug, and 
some of the early candidates 
cross-reacted unexpectedly 
with normal tissues. Steadily, 


however, researchers axe dis- 
covering better markers. And 
once a diagnostic antibody 
against a distinctive marker 
has been marie, it can often be 
developed into a drug. 

• Only small quantities of 
antibodies can reach cells 
inside solid tumours with poor 
blood supplies. Researchers are 
testing various techniques for 
getting larger amounts of anti- 
body to the site where it is 
needed. One method is to “pre- 
load" or “pre-target” the 
tumour with a non-toxic 
marker antibody and then to 
administer a second antibody 
to km the marked cells. 

• The bullets are becoming 
more lethaL There are three 
ways in which an antibody- 
based drug can destroy a celt 
knock it out with radiation 
from an isotope; poison it with 
a toxic drug; or activate the 
immune system’s natural cell- 
killing mechanism. The prob- 
lems which exist with all three 
methods are gradually being 
tackled. 


In principle, the most elegant 
and safest approach Is to use 
the antibody to activate the 
body's own killer cells. Wel- 
come's Campath-iH, which is 
now being tested on about 50 
lymphoma patients, works in 
this way. And biotechnology 
ffl w paniiK are trying different 
ways of boosting the natural 
mechanism. 

For example. Medarex. based 
in New Jersey, is developing 
“bispecific” antibodies - two 
antibodies joined together, one 
of which binds to the cancer 
cell and the other which 
directs killer cells towards the 
target The company plans to 
test them next year in patients 
with melanoma, the most 
lethal skin cancer, and glioma 
and neuroblastoma, two can- 
cers of the brain and nervous 
systems. 

But antibodies on their own 
are not powerful enough to 
destroy most solid tumours. 
For these, the antibody has to 
be linked to a radioactive iso- 
tope - the traditional 
approach - or to a toxin. Then 
there is a risk of serious side 
effects If the warhead becomes 
detached before reaching its 
target; much research effort 
over the past 15 years has been 
devoted to flwting nays of join- 
ing the isotope or toxin firmly 
to the antibody without inter- 
fering with its power to bind to 
cancer cells. 

Several different isotopes are 
being tested, including iodine- 
131, yttrium-90, astatine-211 
and indium- 111 . NeoRx is 
developing products based on 
rhenium-186, starting with an 


The Spanish have 
an Inclination towards 

British Steel. 


There are more angles to British 


Steel than you might think. 


For example, we supplied all 


the steel for the deck and the 


HIT AIM leaning tower of the spectacular 


EXPO '92 Puente del Alamillo at Expo’92. 


its the first suspension bridge of its kind 


m the world and ar five hundred and twenty 


feet high it dominates the whole Expo 


We also made a major contribution to the 


new high-speed rail link that cuts travelling 


time between Madrid and Seville from six 


hours to a miserly two and a half. 


Bur perhaps you’ll find British Steel in its 


most exciting guise in our country’s showcase 


to rhe world: the British Pavilion at Expo’92. 


With a frontage of glass and Bowing water. 


the structure’s key feature is its delicacy of 


design. British Steel was the clear choice to 


protide the framework of the building; every 


aspect ot it emphasises steel’s strength and 


flexibility 


Small wonder the Spanish aren't the only 


nation leaning towards us. 


British Steel: British mettle 


Forecast woridffltffcsts for -T.. $ 
antibody-based cancer treatment* 
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ovarian cancer treatment 

The range of powerful drugs 
and toxins linked to experi- 
mental antibodies is even 
greater. A favourite is ricin, 
one of the most powerful, plant 
toxins known - a single mole- 
cule will kill a cell. Companies 
developing ricin-llnked anti- 
bodies Include tmmunoGen of 
Massachusetts, whose O needy- 
sin B has been tested an leu- 
kaemia and lymphoma 
patients, and 1CI of the UK, 
whose D0490 is about to start 

cUniral t rials 

Celltecb of the UK and 
American Cyanamid of the US 
are collaborating on another 
promising project an antibody 
linked to calicheamicin, a 
potent cytotoxic drug derived 
originally from fungi. It is due 
to begin clinical studies in leu- 
kaemia and breast cancer 
patients within the next few 
months. 

An alternative approach, pio- 
neered by Kenneth Bagshawe 
at London’s Charing Cross 
Hospital, with funding flrom 
the Cancer Research Cam- 
paign, is Antibody-Directed 
Enzyme/Prodrug Therapy 
(Adept). This is a two-stage 
process: the patient is treated 
first with an antibody linked to 
a bacterial enzyme and later 
with a “prodrug” - a chemical 
that is relatively nut-toxic but 
is converted by the enzyme 
Into a potent cell-killing drug. 
Small-scale clinical trials of 


Adept treatments against colo- 
rectal cancer have been taking 
place far the past 18 months, in 
collaboration with ICI. 

Despite the recant progress, 
however, more research is 
required to hone antibodies 
into reliable cancer drugs. 
“Antibody engineering" wifi 
make it possible to design arti- • 
fldai antibodies - for smaller 
and more accurate bullets than 
anything available today. 

Another possibility Is to use 
a hormone or growth factor 
Instead of an antibody to guide 
toxins to receptor sites on can- 
cer cells. The company pio- 
neering this approach is Sent- 
gen, based in Massachusetts, 
which Is testing a range of 
“fusion toxins", consisting of 
diphtheria toxins linked to 
interleukin or epidermal 
growth factor. 

Since conventional chemo- 
therapy, radiation and surgery 
still fell to cure most tumours, 
there is a potential market for 
innovative cancer .treatments 
worth several billion dollars a' 
year. Although new genetic 
technologies - anti-sense 
drugs and gene therapy - 
offer a promising alternative, 
magic bullet enthusiasts will 
be disappointed if they are hot 
selling at least $ 2 bn a year 
worth of cancer drugs within a 
decade. 

The series c ententes next month 
with a look at heart drug's: . . 


Whither the IT 


By Dave Madden 


I nformation technology ' 
directors have been 
foisting computerisation 
upon corporate professionals 
for several years - fordng . 
people to change the way they 
work and realigning 
respon si b i li t ies in the 
workplace. 

Now it is their tom to adapt 
Rapid changes to information 
systems technology are 
undermining the traditional 
role of the information 
technology manager and in 
some cases making the role 
redundant 
The open systems 
phenomenon, client-server 
environments and software 
that m akes computers easier 
to use are designed to 
“empower* the end user. They 
are not, however, designed 
for the convenience of the IT 
manager. 

At the same time, the • . . 
expertise of the FT manager - 
is increasingly challenged by 
users and customers. 

These issues are prompting 
a baste reassessment of the 
IT function. And in some 
organisations the ft 
department is ceasing to exist 
Timex, the Dundee 
watch-maker. Is replacing an ■ 
ageing mainframe - bas ed 
system with new integrated 
software on an open 
distributed platform. 

Peter Hall, the company's 
vice president, says the 

investment will improve 
service levels to the business 
and cut costs. Ultimately 
Timex thinks the system will 
run itself - and the company 
will not need a formal IT 
department 

This optical may not be open 
to many organisations, but 
doing away with the IT 
fonction Is not so far removed 
from “outsourcing” it 
A survey from IT 

consultancy CSC Index reports 

that 71 per cent of its 
respondents in Europe plan 
to outsource some information 
systems activity this year - 
compared with 36 per cent in 
1991. TUs ranges from 
applications development to 
telecommunications and 
software maintenance. 
According to Robert Morison, 
CSC vice president: 
“Onteourctng Information 
systems activities is no longer 
4 question of ‘whether 1 , but - • 
oTwhat'." 

Ironically, says Morison, 
the activity most often 


- data centre operations and 
management - is among the 
least frequently sent ont “The 


idea of giving up the data : 
centre sends most systems 
’ managers scurrying for 
performance benchmarks to 
prove that their shops areas 
efficient as their neighbours," 
he says. Yet he argues, it is 
often the data centre which 
should be toe first to go. 

Not surprising, many IT 
managers prefer to think of 
outsourcing as facilities 
management Yet their . . 
companies are beginning to . 
treat outsourcing IT no - 
differently from business 
activities where, in 
advertising or distribution, 
for example, there is a reliance 
on “outsourced” specialist 
skills. 

It as CSC condnded, most 

organisations are outsourcing 

their IT activities, then just 
as many are involved to a 
serious rethink of bow, their . . 
IT department works - about 
who should own it, and to 
whom it is responsible. . 

“Re-engtoeartag".theIT 
department is one of tin? -,/ 
biggest consultancy 
opportunities, comments 
David Narrow of Price 
Waterhouse Manag ement 
Consultants. 

“It is a very high priority. 
Costs aregotog 19 to IT foster 
than in any other corporate 
area - people Just have to do 
better,” he says. . 

But this is not just a matter, 
of oostsaving; Some : 
organisations are moving 
towards a small cadre of- - v- 
specialists who plaiivdeslgu 
and oversee the company's 
IT, while contracting out mew* 
of the traditional work. 

The pressure on FT to 
maximise the bastoess raiue 

St delivers may be 
unde rmining jpdMBil . 
XT regimes, but It also ' 
coincides with a generation 
of technology which willnpt 
only allow TT to deliver toe 
goods, but whteh.on any.large 
scale probahly demands more . 
specialised IT disciplines and . •' 
requires more managing than 
toe technology that lt replaces- 
And ft Is tills new level of 
complexity that should ensure 
the future of the IT ftmctioa, 
if jnat toe traditional .. 
department j 

According to pea tee, IT- /> 

director of B&Q: "BeHttiWMt « 
not be an IT department as v 

such -bottom wiube an f 
area of IT exceBenc^Tbese J 
are very exciting fimm far lj 
IT people. There te greet J 

opportunity ~ m&thmfe | 
no doubt that wefflL emerge Jj 
as the agents of competitive J 
advantage at last" ;• i f 
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MANAGEMENT: MARKETING AND ADVERTISING 


Kate Button lifts the lid on American funerals 

Putting new life into 
the business of death 



Why grown men 
dream of a future 
with Barbie 

By John Thornhill 


A s the streamers unfurl, bal- 
loons pop .and the calypso 
band clatters castanets, 
yon could be. forgiven for 
thinking you were attending a 
birthday party. However, in Calif- 
ornia it is quite likely to be the 
celebration of a loved one’s death.. 

A new-found enthusiasm for the 
macabre on the west coast of Amer- 
ica has led to the transformation of 
the traditional funeral into a more 
personalised event; an innovative 
and lucrative market has developed 
to cater for the eccentricities of the 
deceased and the bereaved. 

In the US, the Federal Trade Com- 
mission calculates the cost of a 
funeral - bn average $4,000-5,000 
excluding a headstone and cemetery 
plot - is the third largest single 
expenditure an individual is likely 
to make, after a home and a car. 
Casket mark-up can be 15 times cost 
and traditional funeral administra- 
tion fees have risen sharply in 
recent years. 

The high cost of dying has 
encouraged enterprising individuals 
to arrange their farewell celebra- 
tions before they depart, thus ensur- 
ing that the ceremony reflects their 
personality and they receive value 
for money. Memorial celebrations 
range from fancy dress parties, pre- 


B enetton, the Italian rfntMng 
group, chose Moscow to 
trumpet Its latest marketing 
thoughts this week. The company 
was responsible for uproar in the 
UK in January. with an advertising 
campaign featuring, among others, 
a picture of a dying Aids s uf fe r er. 

This time, Oliviero Toscani, 
Benetton’s advertising guru, 
selected seven photographs for 
poster and magazine advertising. 
Each carries a tiny Benetton logo. 

The photographs include: an 
empty electric chair In a New York 
jail; an oil-oovered bird from the 
Gulf; an aihtnn African girl among 
black Sooth African girls; a grime- 
smeared child carrying a white 
doll, photographed in El Salvador; 
pigs snuffling in a trash heap in 
Pfennaphoto of diiMrm building a 
brick wall in an unspecified devel- 
oping country; and finally, a group 


taped video performances by the 
dec e as ed and champagne cruises to 
scatter ashes at sea. 

With increasing awareness of 
environmental issues, cremation is 
fast becoming a popular alternative 
to customary funeral burials. In an 
effort to meet the increased demand 
for unconventional requests, 
start-up funeral service businesses 
are appearing all over the west 
coast offering a variety of options 
which the traditional ftmeral direc- 
tors foil to supply. 

F or $1,500, the deceased can 
be cremated and have their 
ashes scattered at sea or 
laid to rest in a flower gar- 
den designed specifically for that 
purpose. The more adventurous can 
have remains encased in a mini- 
rocket and catapulted into outer 
space to orbit the earth for eternity: 

Dale Stress, historian and consul- 
tant to the industry says: “The tra- 
ditional funeral industry doesn’t 
offer options and if yon want crema- 
tion you are considered cheap. The 
businesses that succeed in this 
industry will be those that provide 
what the people want.” 

In San Francisco, a “death bou- 
tique" called the Ghia Gallery 
opened in 1990 offering cus- 


of KGB plain-dothes agents arrest- 
ing a suspect (above). 

Like its previous campaign, 
Benetton has again focused on the 
downbeat and unhappy, tote time 


tom-made urns which can double 
up as table lamps or high-tech 
robots. More bizarre is jewellery 
designed to carry the ashes of the 
dearly departed. For those who still 
prefer burial, the Gallery has an 
Egyptian-style sarcophagus at 
$7,995 or, specifically for female cus- 
tomers. a coffin lined with mirrors, 
which doubles as a vanity mirror 
prior to “departure". 

“The lid has been taken off the 
last taboo", says Alex Ghia, the gal- 
lery’s founder. “The institutional- 
ised way of dealing with death 
showed us a glaring lack of individ- 
uality and personal meaning. We 
offer the public choices for dealing 
with death.” 

Funeral venues are also benefit- 
ing from the less traditional west 
coast approach to death, as it 
becomes increasingly acceptable for 
mausoleums and cemeteries to be 
used for events other thaw funerals. 

Tbe Neptune Society Columbar- 
ium (NSC), a mausoleum in Rich- 
mond. California, regularly stages 
ballet performances, Himalayan 
bells concerts, Shakespearean plays 
and recitals for the San Francisco 
Saxophone Quartet, which recently 
recorded its latest album there. The 
giant rotunda, with its stained glass 
windows and tiered balconies. 


selecting a set of apparent outcasts 
to sell its colonrfnl jumpers. 

Toscani says be “leafed through ■ 
newspapers and magazines from all 
over the world" to find the photo- 


houses the cremated remains of 
more than 15,000 people and prom- 
ises any performing artist a capac- 
ity crowd For a percentage of tbe 
ticket sales, the venue can be used 
for almost any performance “within 
tbe realms of good taste”, says Ron 
Cox, the Neptune Society manager. 
In May. it hosted its first wedding. 

While the cost of staging a perfor- 
mance at the NSC is considered rea- 
sonable, the cost of buying a niche 
in which to store the deceased’s 
ashes is less economical A niche 
shared by 10 or 12 unrelated individ- 
uals starts at $1,500, and a personal 
niche ranges from $3,500 to $30,000. 
This does not Include cremation, a 
service or an urn. 


graphs. Critics of the previous 
Benetton campaign - and there 
were many, from the Advertising 
Standards Authority (ASA) to gay 
activists - accused It of arrogant 
insensitivity. 

Toscani brushed that criticism 
aside, saying bis intention was to 
move from “using advertising to 
promote a product, to the promo- 
tion of greater social awareness”. 

Some of the latest campaign pho- 
tographs may also cause offence, 
though three of the six due to run 
in the UK have already been seen 
and cleared by tbe ASA. Benetton’s 
ambition to be seen as a global 
company means that tbe latest 
campaign is being unveiled in 
Tokyo, Beijing, New Delhi, Cairo 
and Johannesburg. 

The ASA argues that previous 
Benetton ads featuring black and 
white people ran into the problem 


Such expenses are encouraging 
innovative Californians to reject tbe 
traditional brass or marble urns for 
anything from milk churns and 
tobacco jars to cookie tins. And for 
the purposes of cremation, chip- 
board caskets are used, draped in 
satins and velvet 
As the US begins to draw back 
the shroud which envelopes the 
funeral industry in macabre and 
sombre tradition, individuals are 
able to choose from options never 
before considered tasteful or accept- 
able. And while the environment 
benefits, & new market is bom to 
cater for the demand of civil choice. 
In California at least where there is 
death, there is a livelihood. 


of compounding negative racial ste- 
reotypes, but that the latest South 
African picture does not, prima 
facie, fall into that trap. 

Benetton has reason to believe 
that its $80m (£40.6m) global adver- 
tising budget Is working: in 1991 it 
raised net group profits by 23J5 per 
cent to L164£bn (£77. 48m) due to 
higher mU« and improved finan- 
cial management Group turnover 
rose by almost 12 per cent to 
L2,303bn, and the company sold 
83m !*»««« through a | * ha|n of more 
than 6£00 shops in 100 countries. 

But there are contrary indica- 
tions. The US trade magazine 
Adweek has claimed Benetton is 
losing market share, with its num- 
ber of US stores likely to drop to 
about 300 by the end of 1992, 
against a peak of 700 In the 1980s. 

Gary Mead 


T he history of the US Mattel 
Toys company is the tale of 
everyday business folk and a 
highly successful piece of plastic 
called Barbie. Last year the com- 
pany sold 54m fashion dolls. 

This year it is likely to be 65ra. 
“When you do the arithmetic, that 
means somewhere around (he world 
we sell two Barbie dolls every sec- 
ond of every day of every year," 
says John Amerman, Mattel’s sil- 
ver-haired chairman and chief exec- 
utive. “We think we are 
pretty good at meeting 
the desires and dreams 
of little girls." 

Although Barbie’s 
appeals have waned lit- 
tle throughout its 33- 
year history, Mattel’s 
shareholders have not 
always seen the 
rewards of it. Five 
years ago, the company 
slumped to a net loss of 
$113m (£57. 3m) as it 
struggled with high 
overheads and an 
unresponsive manage- 
ment structure. But 
since then, the com- 
pany has staged a 
strong turnaround and 
last year recorded oper- 
ating income of $113m 
with analysts expecting 
further improvement this year. 

The main architect of the rerival 
has been Ame rman who has prag- 
matically followed some classic 
marketing prescriptions to return 
the company to profitability. 

“I like to view Mattel as a con- 
sumer packaged goods company 
that just happens to sell toys." he 
says. 

One of the most striking charac- 
teristics of the process has been the 
constant product innovation which 
has been essential to increase sales. 
“In the US, about 95 per cent of 
girls between the ages of three to 
eight have a Barbie doll and these 
girls have an average of seven dolls 
each, it is important with a product 
like Barbie to have clear market 
segmentation," says Amerman. 

Mattel boasts a standard My First 
Barbie doll which retails in the US 
for less than $5. 

But in her time. Barbie has also 
been a beach babe, a Mod, an airline 
pilot and a Unicef ambassador. Mat- 


tel expects that cue of her latest 
incarnations as tbe Ultra Hair Bar- 
bie - complete with curlers and 
styling gels - will sell 10m items in 
more than 100 countries. 

At any one time there are about 
SO models on sale, including limited- 
line collectors’ items. Mattel has 
recently discovered it can push the 
price of special dolls far higher than 
previously imagined, breaking 
through the $10 barrier. 

Ideas for new dolls stem from sev- 
eral sources. The com- 
pany conducts “focus" 
group work with girls 
in different countries to 
sec how they respond 
to concepts and has 
built up an extensive 
library of girls’ maga- 
zines to keep track of 
changing trends. The 
company employs 500 
designers, development 
engineers and model 
makers who constantly 
review and revise the 
Barbie line. 

But Mattel has also 
learnt that it continu- 
ally has to stimulate 
the consumer market 
by means of heavy 
advertising and in-store 
promotions. Analysts 
estimate the company 
spends up to 17 per cent of turnover 
promoting Its brands. 

Mattel has also been able to gen- 
erate greater consumer Interest by 
winning additional display space 
from retailers. To this end, Mattel 
began a customer service pro- 
gramme three years ago visiting the 
biggest toy retail chains and devis- 
ing ways of improving operational 
relationships. Lower prices have 
also led to increased sales volumes. 

But there are signs that Barbie In 
the US is reaching the limits of 
growth and Mattel is now rapidly 
expanding into other toy markets 
and pushing Barbie harder over- 
seas, where it already accounts for 
half of ail sales. 

“The future of our company is in 
international markets. The wants 
and desires of little girls are the 
same around tbe world, whether it 
is combing a doll’s hair, chan g in g 
their clothes, playing with Ken or 
thinking about being an astronaut,” 
says Amerman. 


Benetton outcasts step back into the limelight 





WITHOUT MOVING AN INCH 
WE SEE THE SUN RISE 
70 TIMES A DAY. 

—S-’hi.C -V . 1 ’’:’ . •.*•**: O’- .i*»v .• 


Dawn. The sun rises on the island of Jura . shining down on n train travelling the Surabaya - 
k'ertosoao line. The truck circuits are oars. 1 /err hours later . the same sun rises orer oar 
power station at Mers El Hudjndj. Algeria. 1 ad. later still, orer oar geothermal plants in 
Middletown. California. Hoar after hoar, the sun rises orer oar achievements in TO 
conn tries. In 30 of these we hare established sales and production organizations. He at 
Ansiih/o are world lenders in elect ranter htt tries. He know how to earn bine tt dm need design 
and constructional ability, flexibly. That's bow we are able to supply specific solutions for 
industry, power and transportation. Fields united by a common strategic rision. based on 
advanced technology \ res ea rr h . a a d the 

tf notify of our hitman I #V U I ^ I resources. Stop, now, 

and thmk: at this I ■ instant, somewhere in 


the world, the sun INDUSTRY POWER TRANSPORTATION is rising on Ansaldo. 
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£38.5m American resin plant £4.2m orders for Conder 


JOHN BROWN has been 
awarded a contract by Good- 
year Tire & Rubber for the 
detailed design, engineering 
and procurement of a US$70m 
(£38^m) polyester terephthalic 
(PTA) resin plant to be located 
in Point Pleasant. West Vir- 
ginia, 

The plant will produce a bot- 
tle grade resin and Is the dupli- 


cate of a facility designed by 
John Brown for Goodyear in 
1987. 

The engineering is being car- 
ried out in John Brown's Hous- 
ton office with construction 
scheduled to begin in Septem- 
ber, 

In addition to the main pro- 
cess area, the plant will 
require new railroads for prod- 


uct loading and utility systems 
for cooling water, deionized 
water, ethylene glycol storage 
and fire water protection. 

With American regional cen- 
tres in Houston, Chicago and 
Stamford, John Brown is a 
member of the engineering 
division of Trafalgar House. 
Goodyear Tire a Rubber is 
headquartered in Akron, Ohio. 


Mixed batch for 
Mansell 



£15m overseas work for Weir Pumps 


WEIR PUMPS has been 
awarded four orders worth 
£15m from the ofl. industry in 
the Middle East, India and 
Canada. 

The biggest order has been 
placed by AD CO (Abu Dhabi 
Co) for three onshore oilfields 
in the United Arab Emirates. 

Weir will supply 28 multi- 
stage horizontal split-casing 
water injection pumps and 29 
Mather and Platt motors. The 


pumps will be made Cram spe- 
cial austenitic stainless steel, 
cast in-house at the Manches- 
ter foundry. 

The company will also pro- 
vide 21 pumpsets to the Bab 
field, three to Bu-Hasa and four 
toSahl! 

Elsewhere in the Gulf, 
Kuwait Oil has ordered four 
firewater pumps for the Mma- 
Al-Ahmadi refinery. 

In India, Weir Is to supply all 


the major pumping equipment 
to ONGC Nee Ian’s offshore 
development under a deal 
signed with Korean contractor 
Hyundai Heavy Industries. 

The job involves 14 units 
spread over fonr ranges, 
i ncluding five seawater injec- 
tion pumps. 

In ranarig , Wpir will provide 
three seawater injection skids 
to the Hibernia project offshore 
Newfoundland. 



An artist's impression of the new community hospital planned for Walton-on-Thames 


Communications recording equipment 


Following an order from 
Bergamo Airport, contracts to 
supply communications record- 
ing equipment to Italian air- 
ports won by RACAL 
RECORDERS have now 
exceeded Elm. In the past two 
years the company has sold 
equipment to both major and 
secondary airports as part of 
the country’s civil aviation 
authority upgrade programme. 

The order from Bergamo Air- 


port is for a Wordsafe voice 
logging recorder. This desktop, 
multi-channel voice logging 
recorder, provides a range of 
configurations from 4 to 32 
channels and over 24 hours of 
continuous recording on a sin- 
gle VHS cassette. 

During the last two years, 
significant contracts have been 
awarded by the AAAV 
(Azienda Autonoma Asslstenza 
al Volo) to Racai Recorders for 


its ICR64 multi-channel com- 
munications recorder, used to 
record voice communications 
between air traffic controllers 
and aircrew. 

Racal’s ICR64 recorders have 
been installed at a number of 
airports in Italy including 
Milan -Lma te, Rome-Fi umi cdno . 
Napoli, Turin, Bologna and 
Brindisi. Racai Recorders, part 
of the Racai Electronics Group, 
is based in Hythe, Hampshire. 


CONDER PROJECTS has won 
two contracts in the West 
Country and Surrey totalling 
about £ 4-2m_ 

The first contract comprises 
a motor transport workshop, 
covered parking facilities and 
offices totalling 68,750 sq ft for 


the Ministry of Defence at a 
base in the West Country. 

The second contract contin- 
ues Conder Projects’ activities 
in the health-related sector of 
the market The contract is for 
the design and build of Walton 
Community Hospital. Walton- 


on-Thames for the Wey bourne 
Community NHS Trust 
The hospital will comprise a 
mixture of single and two-sto- 
rey accommodation for 3€ 
patients together with ancil- 
lary medical, administrative 
and staff facilities. 


MANSELL has been awarded 
£28m of contracts in the south 
east Among the local author- 
ity awards is a contract worth 
£Llm for refurbishment works 
to 118 properties for Wand- 
sworth Borough Council on a 
sheltered bousing scheme in 
SW15. 

Also for local authorities is a 
contract for the Three Rivers 
District Council on 91 of its 
properties in Rickmansworth 
on Its energy saving scheme. 
With a contract value of £1 Jin. 
work is scheduled to be com- 
pleted in 18 weeks. 

Other local authority works 
include refurbishment to St 
Dominic’s Square. Luton for 
Bedfordshire County Cou nc il ; 
for Essex County Council a 


two-storey office block in Har- 
low; for Basingstoke fold Deane 
Borough Council an internal 
refurbishment programme to 
offices in Basfoftsteke and for 
Tandridge Borough Council 
external works to premises in 
Btetchingiey. Surrey. 

The Peabody Trust has 
awarded three contracts with a 
total value of £912,000. They 
cover a 52-week maintenance 
contract; Phase 2 of refurbish- 
ment works on the Peabody 
Estate and refurbishment at 
Chapter Court in West Bridge 
Road.' 

A contract lias also bean 
awarded to the Mansell Group 
by Glaxo, valued at £&2m, fear 
refurbishment works to prem- 
ises at Greenford. 


£16m awards for Tarmac 


£8m workload for Trafalgar House 


The regional business of 
TRAFALGAR HOUSE CON- 
STRUCTION has won contracts 
worth £8m. The company will 
carry out £2-4m worth of con- 
struction work associated with 
the development of the Hunslet 
Green area in south Leeds. 


This will include infrastructure 
works for the developers, who 
plan a mixture of housing and 
light industry to regenerate the 
area, and approach roads for 
Leeds City CounciL 
At Southbank University a 
£1.2m contract involves the 


conversion of a library and 
sports centre into five lecture 
theatres and conference facili- 
ties. In Wales, a £1.6m design 
and construct contract has 
been awarded for 55 housing 
units for the Eastern Valley 
Housing Association. 


Extensions to a Manchester 
school worth Elm; to a Solihull 
private hospital, flnri refurbish- 
ment of buildings for the 
Atomic Energy Authority, ore 
among £16m worth of new con- 
tracts won by TARMAC CON- 
STRUCTION. 

Several contracts to repair 
and improve hundreds of coun- 
cil houses, with a total value of 
more than £8m, have been 
awarded to the company’s con- 
tract housing division. 

A Elm technology building Is 
to be constructed as a three- 


storey extension to Wtthington 
Girls School in Manchester and 
extensions attd alterations to a 
similar value are to be carried 
out to Parkway Hospital in 
Solihull, West Midlands, for 
BOPA. 

At the Harwell Atomic 
Energy Centre in Oxfordshire, 
laboratory buildings are to be 
-given -a -Elm refiirbbhment for 
AEA Technology, while exten- 
sions are to be built and water 
reclamation works renewed for 
Severn Treat Water, worth 
£760,000, at Sutton Bonington. 
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Fill in the boxes to see 
what your company can save 

on its phone bill. 


. ncs 


FINANCIAL TIMES 
CONFERENCES 


1. On every call, a Panasonic system can choose the 
cheapest available network. (Mercury, BT or up to 6 
others.) If it saves 25p per person per day, that’s £15 a 
quarter. Multiply 15 by the number in your company. 

Write here 


6 . A further 20p per person per day could be charged 
to a client thanks to Panasonic's call itemisation. Multiply 
£12 by the number in your company. 


£ 


2. A Panasonic display phone can also show the cost 
of calls as you speak. If this shames your staff into saving 
lOp each per day, that’s another £6 a quarter. Multiply 6 
by the number in your company. 

Write here 


3. Call barring. Say there’s one maverick in every 40 
staff calling an Aunt in Australia, or a friend in France 
Block those calls and you could save £10 a week per 40 
staff, or an average £3 per person per quarter. Multiply 3 
by the number in your company. 

Write here 


4. Restrict certain phones to local calls, or lock your 
handset with a personal code and save lOp more per 
person per day. Or £6 a quarter. Multiply 6 by the number 
in' your company. 


Write here 

Already a company of 100 people has saved £6,000 a 
quarter. That’s £24,000 a year. 

The Panasonic digital system can also improve your 
overall efficiency. For example, it lets chosen outside 
callers dial straight through to any extension. Then there’s 
flexibility. You can use basic handsets, fully featured 
keyphones or a mixture of both. So the system adapts to 
the nature, of your company. 

Of course our figures are just theoretical. You might 

save rather less. On the other hand you might save a lot more. 

So add up the boxes and see what you could save. If you 

like what you see, write here. Pj|||flSOtl8C 

Business Telephone S^tems 

To: Elga Hodge, Panasonic Business Systems UK, Panasonic House, Willoughby 
Road, Bracknell, Berks RG12 8FP. Call Tree on 0800 444220 
any time or Fax: 0344 853705. 
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Write here 


Name . 


Position , 


5. Message-taking, paging, and intercom functions can 
save 3 short calls per person per day. Another £18 per quarter. 
Multiply 18 by the number in your company. 

Write here 


Company . 


Address , 
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PEOPLE 


Reuters director adds 
to exam standards 


Philip Wood, group fiTurnriaT 
controller and director of trea- 
sury at Reuters since 1990, has 
been appointed to the School 
Examinations and Assessment 
Council (SEAC) by education 
secretary John Patten. 

Wood }oins a little-known 
quango, bat one moving to the 
centre of the education debate 
with the growing controversy 
over exam standards and con- 
tent. SEAC’s chairman. Lord 
Griffiths, is the former bead o£ 
Lady Tha tcher 's policy unit at 
No 10, and bn out-and-out revi- 
sionist ' 


A solid core of the other 
members are Tories and enthu- 
siastic members of the Track to 
basics'* school, including four 
well-known academics: Lord 
Sltidelsky (Keynes's biogra- 
pher), John Marks, John 
Barnes and Gillian Peele. 

No doubt Wood's background 
as an audit partner at Price 
Waterhouse for 14 years is 
intended to t»ke the counter- 
revolution on from Shake- 
speare to times tables. But 
alas, not th at many accoun- 
tants can do the sums them- 
selves these days. 


■ Bob Barton, the new chief 
executive of BOUSTEAD, the 
manufacturing, technical 
services and distribution group 
acquired last month by 
Singaporean businessman Jack 
Chta, has brought In a former 
colleague. Philip Smith, as 
group flnnnfnsii controller. 

Smith, who had worked with 
Barton at Cold Storage 
Holdings in Singapore, will 
take over from Michael 
Thesiger, 56, who has been at 
Boustead since 1975, and group 
finance director since 1979. 
Thesiger, who had also been 
made company secretary in 
1987, now steps down from the 
baud, remaining company 
secretary but giving up his 
financial responsibilities. 

Smith, however, is not 


joining the board. Barton says 
he has plenty of good financial 
brains on the board already, 
including Geoffrey Hall, chief 
executive of the Jack Chia 
Group in the UK, and two 
non -executive directors, Robin 
Rafflte who is also a 
nonexecutive director of 
Standard Chartered, and Colin 
Endacott, who was previously 
a general m ana g er with 
Standard Chartered. 

■ Stephen Russell, until 
recently md of Caparo Steel 
Stockholders, has been 
appointed md of Serco-Ryan. 
a subsidiary of TJT.T.KSHALL. 
on the retirement of Paul 
Lower who is to pursue other 
interests outside the fastener 
industry. 


f • Moves in 

to* > 

insurance 



■Timothy Beauchamp (above) 
has been appointed director 
of ALEXANDER & 
ALEXANDER’S insurance and 

risk -manaigPUTMimfr , consultin g 

operations in central and 
eastern Europe. He has a 
degree in Slavonic and east 


European studies, and for the 
past 18 months has worked 
in Warsaw as the first 
accredited Lloyd’s broker in 
Poland. 

■ Jeremy Pearce has been 
appointed a director of 
HOULDER INSURANCE 
SERVICES (UK) Ltd. 

■ Charles Bellringer has been 
appointed finan ce director of 

ALBANY LIFE ASSURANCE. 
■David Ambrose, md of 
Clarkson Bata Japan, and 
Ralph SnedHwn, md of Bain 
Clarkson’S ftwitinmtyl 

operations, have been 
appointed to the main board. 
■Fla via Baldtaett, Jeremy 
Budd, David Burgess, Anthony 
Udder, Mrihnai Copp and 
Mark Stobart, all of whom 
were employed by EW Payne, 
have been appointed directors 
of RFTB Europe Ltd, part of 
ROBERT FLEMING 
INSURANCE BROKERS. 
■Simon Lusher, formerly 
marine division md at H&dley 

Hannon (Interna tfnnal) hoc 

been appointed md of 


WINDSOR’S marine division. 

■ Kevin Durban, formerly 
general manager personal lines 
at Assu ranc es Gendrales de 
Fiance (UK), has been 
appointed md, and Janet 
Wilson, formerly of Macarthy, 
operations director, of 
SAFEGUARD INSURANCE. 
■Duncan Playfbrd (below), 
formerly md of the property 
division of Heath Fielding 



International, has been 
appointed md of GIBBS 
HARTLEY COOPER 
INTERNATIONAL PROPERTY 
Ltd, a newly formed subsidiary 
of Gibbs Hartley Cooper which 
is part of HSBC Group. 

■Peter Somerville has been 
appointed joint md of 

LOWNDES LAMBERT North 
America, and Keith Lovatt 
a director of Lowndes Lambert 
Oil and Energy. 

■David Reed has been 
appointed a director of 
ASHLEY PALMER 
HOLDINGS. 

■ ihyni nflqiwnTef i been 
appointed a director of LLOYD 
THOMPSON Ltd. 

■ Alasdalr Davis, formerly 
European director foe special 
risifg at CIGNA International 
Financial Services, has been 
appointed md of AHRC 
(INTERNATIONAL). 

■ Timothy Paske has been 
appointed a director of BMS 
Marine Reinsurance Se rvices , 
a subsidiary of BALLANTYNE 
McKEAN & SULLIVAN. 


DENMARK 


The FT propoaa u> publish this surrey on 
October 8 1992. 

S4% of CUeT Executives ta Europe's largest read 

the FT* 

if you warn to reach this important audience, slang with 
decMba makers worldwide call 
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or write to her at 

Y u a mds kaltet 42A, DK-1 161 Copenhagen K. Denmark 
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FTSURVEYS^] 


Alan Capper has been 
appointed chairman of the 
public relations company, 
Rowland Worldwide, part of 
the Saatchi and Saatchi group 
and based in New York. 

The world’s sixth largest 
public relations company, with 
34 offices in Europe, Asia/ 
Pacific and the US, Rowland 
has been home to Capper dues 
1985, when the company he 
than ch aired, Granard 
Communications, was bought. 

Rowland also announced 
tiie appointment of Martin 
Franken as president and rhiaf 
operating officer of Rowland 
Worldwide; Franken has been 
with tiie company since 1987. 
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Girobank 


Girobank announces that 
with effect from 
dose of business yesterday 
(1 6 September 1 992) 
its Base Rate was increased 
from 10% to 
1 2% per annum. 

Girobank pic 10 Mftk Street LONDON EC2V 8JH 


Og Clydesdale Bank 


BASE 

RATE 

Clydesdale Bank PLC announces 
that with effect from 
close of business on 
16th September 1 992 it Base Rate 
has been increased from 
10% to 12% per annum. 


THIS NEWSPAPER AND YOU 


If you have u complaint about an item in this 
newspaper which concerns inaccuracy, intrusion, 
harassment or discrimination, 
write lo the editor about it. 

If you're still dissatisfied you can write to the 
Press Complaints Commission, 
an independent organisation established to uphold 
an editorial Code of Practice for the Press 

THIS NEWSPAPER ABIDES BY THE PCCs DECISIONS 
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Translation and secretarial ser- 
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Foreign companies. 
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Lost in the maze of the pensions 
world ? 

There can only be one way out 

READ 



• MANAGEMENT 


A FINANCIAL TIMES MAGAZINE 

The best selling pensions magazine 
from 

The Financial Times 

Available every month at principal 
newsagents and main line stations 

£2.75 
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FINANCIAL TIMES CONFERENCES 

RETAILING 
IN THE 1990s 

Responding to the Challenge of Change 

London, 28 & 29 September 1 992 

This topical conference will review the new challenges and opportunities facing 
retailers in a changing environment and debate strategies for future growth. 

Subjects to be addressed: 

* New approaches for retail marketing 

* Opportunities for retailers in Eastern Europe 

* The US warehouse club phenomenon 
• * The importance of adding value 

* Joint venture retailing 

Speakers include: 


Mr Geoffrey J Mulcahy 

Chairman and Chief Executive 
Kingfisher pic 

Mr Richard C Anderson 

Chief Executive Officer & Vice Chairman 
Lands' End Inc 

Mr Neil Kennedy 

Executive Vice President 
BSB Europe 


Mr Liam Strong 

Chief Executive 
Sears pic 


Mr Bernhard A Schmidt 

Chief Executive Officer 
Spar AG 

Mr Stephen G Russell 

Managing Director 
Do tt AH Limited 

Mr Paul Deacon 

Executive Director 

Goldman Sachs International Limited 

Mr Allison J Pyrah 

Director of Operations 
Mu]irushi Ryohin Europe 
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With effect 
from the close of 
business on 
Wednesday 16th 
September 1992 and 
until further notice, 
TSB Base Rate 
is increased 
from 10% p.a. to 
12% p.a. 

All facilities (including regulated 
c on s um er credit agreements) with a 
rate of interest linked to TSB 
Base Rate will be varied accordingly. 



TSB Sank pic, Victoria House, Victoria Square, 
Birmingham B1 1BZ. 


BASE RATE 

With effect from 
close of business on 
16 September 1992 
Base Rate has been 
increased 
from 10% to 
12% per annum. 


ye 
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The Royal Bank of Scotland 

The Roy jI Bank of Scotland pic. 

Registered Office: 36 St. Andrew Square, Edinburgh F.H2 2YB. 
Registered in ScothnJ No. 903/’ 


77 1C COOPERATIVE BANK 


BASE RATE 
CHANGE 


With effect from the close of 
business on Wednesday, 16th September 1992 
Co-operative Bank Base Rate 
changes from 10.00%p.a. 
to 12.00% p.a. 


CO-OBI: RATI VI: HANK PIC. 

PART OFT! Hi aM>l*KRAT!Vli MOVEMENT 

1 Balloon Sr., Manchester M60 4HH Tel: 061 832 3456 


Tilt COOPERATIVE BANK 


Managed 
Overdraft 
Rate Change 


Wiihdlrct from d'-*sr of husinrss 
on Wednesday, I6ih Septrml ier 1992 
The Co-operarivc Bank, Manag’d (Overdraft Rnivs 
far small businesses will be as ibOnws: 

% per mum h 

* 

Premium Ran- 1.23 

.vSuodardRau 1.43 

Non Standard Raic (A) 1.65 

Non Standard Rate ( B) 1 .73 


|33 coopcrstivc bamk pic. 

EJu WI OF THE BRITISH COOPCRATIVF MOVCMENI 
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Theatre/Malcolm Rutherford 

Hamlet 
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There is a sense of excitement about a 
new production of Hamlet that does not 
. attach te any other English play,' for 
every Hamlet is different and- there is 
no such thing as a definitive perfbr- 
mancaAlaa Rickman looks, speaks and 
moves as if he- has been waiting to play 
the part all his life: He has come to it at 
the Tight time. His Hamlet looks genu- 
inely youthfUL Ophelia's speech about 
the “observed of all observers" has him 
absolutely right. He is better educated, 
better looking, more sensitive and more 
civilised than any one else in the Dan- 
ish Court The more modern Bng»gh 
phrase is “effortless superiority". 

Rickman plays the role very quietly. 
There' are few histrionics and no gim- 
micks. The -moment of real passion 
comes when he sees Ophelia's burial. 
Here he erupts, but it is the m aring-ra of 
grief rather than that of an unhinged 
mind. He does not behave so alarmingly 
even in the bedroom scene with his 
mother, where the jg plainly 

f e i gned . This Hamlet loves Ophelia. 

Rickman's simple approach is abetted 
by an equally simple set. There are few 
props - not much more than the odd 
chair. There is, however, a spare metal 
balcony running across the top of the 
back of the stage and ab bating 
T-shaped high Into the centre. It also 
allows a marvellous use of space. Char- 
acters can enter high up on the bal- 
cony. Claudius and Gertrude watch the 
Murder of Gonzajgo from this elevated 
position. Hamlet is sitting with Ophelia 
on the T while the players perform 
beneath. Again Hamlet is tempted to 
kill the king with his sword from above 
in his soliloquy “Now might 1 do it pat". 

There is a lot of space on the ground, 
allowing Hamlet to walk about Plenty 
of room, too, for the gravediggers and 
the final fight The impression is more 
of a mixture of desert mid prison than a 
formal court The unobtrusive use of 



lighting by Giorgi Meskhishvfli. who 
also designed the set has moments of 
sheer brilliance. 

If Rickman is a quietly convincing, 
almost conventional Hamlet the direc- 
tion by Robert Sturua has its surprises. 

Osric is played not as a precious young 
fop, but as a fussy middle-aged maw 
vrtth. foppish tendencies, bowler hat and 
spats. Laertes is different from any pre- 
vious conception known to this 
reviewer. He wears spectacles, is much 
smaller than Hamlet and, whether in 
sports jacket or old leather and jeans, 
looks like a student who would genu- 
inely prefer to be at the Sorbonne 
rather than the court of Denmark. 

Stoma’s main coup is to cut the for- 
mal fencing at the end to the bone. 

There are just enough exchanges 
between Hamlet and Laertes for the 
fetal wound to be inflicted: none of that 
phoney business where we are asked to 
believe that the actors are equally 
handy with the epee. 

One weakness is Polonlus. English 
productions have tended traditionally 
to play him as a buffoon. Modern east 
European productions have portrayed 
him as a state bureaucrat This Polon- 
ius fells between all stools and is noth- 
ing in particular. I also wonder whether 
it Is wise to have David Burke playing 
both Claudius and Ghost, since erne of 
the points of the play is meant to be 
Hamlet's perception of how different his 
uncle and bis father were. 

.Among the strengths are Geraldine 
McEwan's Gertrude who shows to per- 
fection the harrowing experience of age- 
ing overnight Also Julia Ford's Ophelia 
who demonstrates that she has learned 
from Hamlet’s brutal sexual teasing by 
doing a mock rape of Clacttus. Among 
the smaller parte Steven Crossley is an 
outstanding first player. 

Riverside Studios until October io Alan Ri ckman : the right time for Hamlet 


The Power behind the clubs 

Garry Booth talks to the new owner of the Jazz Cafe 
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Fowerhaus and Mean Fiddler - both 
descriptions have been applied to Vin- 
cent Power in his short time as Lon- 
don's leading rock Impresario. They 
are, in feet, names of two of his dubs 
and one -third of the formidable Mean 
Fiddler Organisation. Power house he 
is. The stubbly and artfully dishevelled 
45-year-old Wshman established the 
North West London hooky tank which 
heads the organisation exactly ten 
years ago. Two weeks ago he added 
Camden's Jazz Cafe, bought from the 
receivers, to a. music empire which now 
turns over £6m a year not counting 
his hugely successful open air festivals 
which add £3m-a year. 

A visitor to London interested in con- 
temporary music would be hard pushed 
not to visit one of the 15 bands playing 
Power's five (and now six) dubs on any 
given night of the week. He publishes a 
24pp magazine. Feedback, which lists 
and reviews the gigs he stages, from 
bluesman Albert Collins to college cir- 
cuit heroes Kitchens of Distinction, via 
hideous noise merchants with names 
like Bum or Headbirth. 

Power had been 15 years in the furni- 
ture business when he bought ins first 
nightclub in North West London’s Har- 
lesden from boxer Terry Downes for 
£250,000. He turned it into the sort of 
good or boys’ country honky took he 
liked and spent thousands booking his 
favourite C&W acts. “I was pigheaded, I 
ran it how I wanted to arid I lost a 
fortune. The venue was right and the 
staff were great. I realised in time it 
was my booking policy that was send- 
ing it down." 

By making a shift sideways to more 
fashionable Tex Mex and blues, the 
Mean Fiddler was established as a pop- 
ular and profitable medium-sized venue. 
By 1987 it was full' every night and 
Power was looking for a new outlet He 
found it in the heart of hip Islington, 
opposite the refurbished Angel tube. 
TOe Pled Bull a dilapidated pub with a 


room on the end of it as Power 
describes it was already known fra 1 its 
militant lesbian nights, free jazz extem- 
porisations and sticky carpet At a total 
cost of £275,000, Power bought it from 
the brewery owner, put in a stage and 
lavatories, and extended capacity to 
accommodate the city’s enthusiastic 
“thrash" rock aficionados. Renamed the 
Powerhaus, the dub now serves as a 
springboard for indie outfits (amateur- 
ish but fashionable young groups with- 
out big contracts). 

Power had refined the art of booking: 
Ton must have Iron costings,” he says, 
“and although we still pay bands too 


much and then not enough people turn 
up, those occasions are rarer.’' His “iron 
costings” have led to discord with tbe 
Musician's Union, who object to what 
they perceive as a “pay to play” scheme 
for young hopefuls. Power saysthe MU 
is unrealistic: "We charge for the pa 
and we charge for an engineer, as an 
incentive. If the band draws more than 
50 we will refund that fee. 

“The MU does nothing to help young 
bands; it doesn’t understand that a gig 
is impossible to put on without the 
equipment and there must be an incen- 
tive to keep out the tunewasters.” 

After a year in the Powerhaus. its 



Vincent Power: iron costings to the tone of £6m 
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expansive owner was ready to buy 
again, this time in North Kensington, 
under the Westway motorway. The 
North Kensington Amenity Trust had 
been set up in the 1960s to operate the 
commercial spaces created by the build- 
ing of the new road to Oxford. One of 
these was a dance hall called tbe Ack- 
lam HalL Dogged by its reputation as a 
narcotics cash and carry, Westminster 
wanted rid of the place. “I bought with 
a view to turning the place around 
quickly and ended up shutting it for a 
year, tearing it down to the ground and 
spending £0.75m on a rebuild," says 
Power smiling. 

Subterania opened late in 1988 amid 
controversy over admittance and a 
tough stance on security. “We had to 
make it dear to one or two of the local 
lads that things had changed,” Power 
explains in a soft Dublin brogue. 

Undeterred by the hidden problems 
encountered in Ladbroke Grove, Power 
went on the acquisition trail again, this 
time south of the river. In late 1989, at 
the peak of the property boom, he spent 
£L2m on acquiring and refurbishing a 
Grade 2 listed music hall in Clapham, 
The Grand. The biggest, most comfort- 
able of his clubs, it turned out to be the 
riskiest of his ventures to date: “1 didn't 
realise there would be such opposition 
from local residents". It took an appeal 
to the High Court to award him a music 
and dance licence, with the club dark 
for a year. 

Tbe Grand opened at the close of 
1991, downstairs only, until 11 pin. with 
tough caveats on parking. “It is the best 
music venue in London - but 1 think 
Wandsworth would have preferred a 
Lloyd Weber production." Power says 
coolly. 

Sitting at a dining table on the bal- 
cony of London's brightest but short- 
lived jazz venue, the Jazz Cafe, “Hi 
enjoy the challenge of turning this 
place around”, he says. 


Cinema/Stephen Amidon 

The Wild West exposed 


C lint Eastwood's bril- 
liant and harrowing 
Unforgiven packs all 
the punch of a good 
Western without indulging in 
the plot cliches and moral cer- 
titudes so often inherent in the 
genre. Eastwood, who at 62 
seems to have reached his peak 
form as a director, seems 
finall y to have gained tbe artis- 
tic confidence to toss such old 
chestnuts as the heroic gun- 
slinger, righteous sheriff and 
good-hearted whore into the 
fire, where they proceed to 
explode In the audience's face. 

The film tells the story of 
ageing gunfighter, Bill Munny 
(Eastwood), who has become 
an apparently reformed former 
and family man. But things 
begin to go bad for him - bis 
wife dies, followed by most of 
his herd of pigs. When the 
opportunity comes to make 
some Cast money by killing two 
cowboys who allegedly muti- 
lated a woman, Munny takes 
the job to insure his children's 
future. Hie enlists the help of 
his old sidekick, Ned Logan 
(Morgan Freeman) and sets out 
for the cowboys’ hideout near 
Big Whiskey, a frontier town 
presided over by a tough sher- 
iff (Gene Hackman). 

A familia r enough story to 
this point, though Eastwood 
and writer David Webb Peoples 
proceed to set the whole thing 
on its head, foregoing standard 
Western plot lines to expose 
the barbarism, cowardice and 
cruelty that must have lain at 
the heart of the real Old West 
Mutiny's glory days as a gun- 
fighter are gradually shown to 
be a prolonged spell of 
drunken, homicidal insanity in 
I which good guys, bad guys, 
women and children were his 
victims. Indeed, when the time 
comes for him to engage in his 
first gunfight, it turns out to a 
repellent act of bushwhacking. 

The woman Munny and his 
friends are supposed to be 
avenging turns out to a whore 
whose injuries are for less seri- 
ous than first thought. Even 
the good guys are shown to be 
corrupt - Hac kman 's sheriff 
turns out to be a sadist with no 
regard for the law. The mix- 
ture of these various rotten ele- 
ments leads toward a finale in 
which characters meet their 
dismal fete with equal degrees 
of ignominy and damnation. 
The only one who makes a 
choice that could be called 
heroic ends up a cadaver left 
on display in Big Whiskey’s 
main street 

It is a grim picture lightened 
by fine acting, beautiful pho- 
tography and, most of all, sub- 
versively mordant irony. Noth- 
ing is at it seems in Big 


Teresa 


Whiskey. It's worse. Richard 
Harris has a wonderful sup- 
porting role as English Bob, 
another hired gun who comes 
across as a gentleman gun- 
fighter yet is soon exposed a 
cowardly assassin in the pay of 
railroad bosses. Munny is 
forced to confess that his 
drink-addled brain cannot rec- 
ollect the deeds that made him 
famous, though it is this very 
past which comes back to seal 
his doom. 

Indeed, as a reformed charac- 
ter he is useless, falling off his 
horse, shooting poorly and los- 
ing fights. It is only when he 
goes back on the bottle that he 
becomes an effective gunman 


UNFORGIVEN 
Clint Eastwood 


A LEAGUE OF THEIR 
OWN 

Penny Marshall 


THE HOURS AND 
TIMES 

Christopher Munch 



Clint Eastwood in 
TJnforgiven’ 


again. Most tellingly of all, 
there is the device of having a 
pulp writer (Saul Rubinek) to 
“record" the whole bloody pag- 
eant, thereby allowing the 
audience to see how myopic, 
headline-grabbing eyes can 
transform barbarism into 
myth. 

Despite Eastwood's finely 
ironic touch, this must stQl be 
one of the bleakest films to 
ever top the American box 
office. life in UNO’s Wyoming 
is shown as being nasty, brut- 
ish and, for the lucky ones any- 
way, short. What looks at first 
to be a trot to redemption ends 
up a gallop into hell. True, 
there are some half-hearted 
attempts at Christian imagery 
- an ill Munny sleeps for 


Berganza in 


three days before rising to 
meet his destiny, while Logan 
is strung up as if on a cross 
and whipped when captured. 
But these are merely teases - 
the film's ethos is ultimately 
Old Testament, with East- 
wood's last words a unre- 
deemed jeremiad that thunders 
through the streets of Big 
Whiskey. 

Yet. despite its bleakness, 
the film remains richly reward- 
ing, peppered with the sort of 
memorable one-liners for 
which Eastwood Is famous and 
ending with a shoot out that 
will not disappoint traditional- 
ists. Just don't expect the good 
guys to ride off into the sunset. 
* 

A League of Their Qum com- 
bines wartime nostalgia, lots of 
baseball and an innocuous 
dose of feminism. It tells the 
story of the All-American Girls 
Professional Baseball League, 
formed in 1943 when many 
male baseball players had gone 
off to war. Geena Davis por- 
trays an Oregonian farm girl 
who is lured, along with her 
sister (Lori Petty), to play for 
the Rockford Peaches. After 
much initial scepticism on the 
part of fans and their hard- 
drinking coach (Tom Hanks), 
the women's grit and determi- 
nation win the day. 

The film works best as a 
comedy, with especially funny 
turns by Jon Lovitz as a wise- 
cracking scout and Hanks as 
the drunken has-been player. 
There is also some gratifyingly 
skillful baseball. Davis per- 
forms well in the thankless 
role of the humourless head 
girl who just wants to go home 
and have babies, while 
Madonna, as the team’s obliga- 
tory loose woman, wisely con- 
fines her efforts to providing 
strong supporting help. Direc- 
tor Penny Marshall once again 
proves herself to possess both 
a deft hand for light comedy 
and an unfortunate weakness 
for sentimentality. 

The Hours and Times is a 
wistfUl, well-acted drama about 
an imaginary weekend that 
John Lennon and Beatles man- 
ager Brian Epstein might have 
spent together In 1963. Set in 
Barcelona, the film concerns 
Epstein's attempts to confess 
his love and longing for Len- 
non, which the latter gently 
yet firmly rejects. Writer/direc- 
tor Christopher Mdnch has cre- 
ated a slow, knowing, often 
agonised film that has a lot 
more to do with Bergman than 
Help! He is greatly aided by Ian 
Hart's deft impersonation of 
the cocky yet sensitive Lennon 
and David Angus's considered 
portrayal of the tortured 
Epstein. 


recital 


Back in the 1970s Victoria de los Angeles used 
to come to London and give recitals where she 
would only start to get her audience wanned up 
with the first of her encores and would then go 
on to sing for another half an hour or more. It 
seems this may be a Spanish tradition. 

It would be unfair to suggest that Teresa 
Berganza did not give her audience at Covent 
Garden on Tuesday anything to value in her 
programme, but she did leave it until late in the 
day. She is not an earthy Spanish mezzo, a 
sizzling and scorching singer like Conchita 
Supervia was years ago. Berganza sings with 
impeccable taste and craftsmanship, which 
allow for few risks to get the adrenalin going. 

This was an all-Rossini programme, just about 
an hour of music. Berganza ha s the distinction 
of being a leading post-war Rossinian and his 
music still suits her well The voice has lost 
some of its focus in the middle, which is 
breathy, but it is In good shape at either end. 
bright at the top with a keen edge, unforced and 


resonant at the bottom. 

It almost seems a shame that the singer is not 
approaching her prime now, as she would be an 
ideal person to sing tbe Rossini operas alongside 
an orchestra of authentic instruments. The 
style, like the voice, is perfectly contained, pre- 
cise, nothing out of place. The cantata Gtouorma 
d'Arto needed more panache. But there were 
some good examples of bel canto songs and one 
truly outstanding piece of stylish and expressive 
singing in the heartfelt " Addio di Rossini". 

Then came the encores. Rossini in Spanish 
style, zarzuela. Spanish song, “Cruda sorte” 
from Lltaliana in Algeri, all well accompanied 
by Juan Antonio Alvarez Parejo and sung with 
enough elan to bring the evening to a rousing 
dose. The array of flowers was one or the larg- 
est the Royal Opera’s recital series can have 
seen. It is surely too soon for this to have been 
the “Addio di Berganza". 

Richard Fairman 
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■ AMSTERDAM 

Doncertgobouw 20 l 15 Borodin 
and Orlando Quartets play works 
by Tchaikovsky and Brahma. 
Tomorrow and next Tuos: 
Hartmut Haenchen conducts 
Mahler's Seventh Symphony. 

Sat afternoon: Valery Gergiev . 
conducts works by 
Rimsky-Korsakov, Glazunov and 
Rakhroaninov (6718 345) 

Beurs van Berlage 20.15 istvan 
Parkanyi conducts the 
Netherlands Chamber Orchestra 
in works by Sacchlni, Dussek 
and Haydn, with piano soloist 
Metvyn Tan. Repeated tomorrow 
(6270 466) 

Muzfektfieater 20.00 Hartmut 
Haenchen conducts Stephen 
Pimlotr* Bregenz Festival 
production of Samson et Dali la, 
with William Cochran and 
Catherine Keen, also Sun 
afternoon. Tomorrow, Sat and 
Mon: Dutch National Ballet mixed 
bill (6255 455} 


■ BERLIN 

CONCERTS 


Schauspielhaus 20.00 Berlin 
Symphony Orchestra, conducted 
by members of the Sanderling 
family, in a programme of works 
by Wagner, Brahms and 
Beethoven, repeated tomorrow 
and Sat Sun: Rene Jacobs 
conducts the Akademie fur Alte 
Musik Berlin in Bach's B minor 
Mass (2000 2156) 

Phllharmonie KammermusIksaaJ 
19.30 Frledemann Layer conducts 
the Berlin Radio Orchestra in 
works by Klusak, Janacek and 
Schubert. Tomorrow: Libor Pesek 
conducts the Chamber Orchestra 
of Europe in a programme of 
Czech music. Sat evening and 
Sun morning: Riccardo Mutl 
conducts the Berlin Philharmonic. 
Sun and Mon: Vladimir 
Ashkenazy conducts the Berlin 
Radio Symphony Orchestra In 
works by Georg Katzer. 
Stravinsky and Mendelssohn 
(2546 8232) 


■ BOLOGNA 

Teatro Communale 20.30 
Riccardo Challly conducts the 
Royal Concertgebouw Orchestra 
in works by Berio, Schumann 
and Tchaikovsky. Repeated 
tomorrow in Bologna and on Sat 
in Turin (529S99). 


■ GHENT 

FLANDERS FESTIVAL 
Today's events include a 
Telemann programme by the 
Belgian Radio Sinfonia and Choir, 
and a King's Singers concert 
Tomorrow: Alexander Rahbarl 
conducts the Belgian Radio 
Philharmonic Orchestra. Sat: 


opening of Ghent Classical Dance 
Festival. Next week: Sawalllsch 
conducts the Bavarian Radio 
Symphony Orchestra (Festival 
inquiries: Brussels 640 1325), 


■ GOTHENBURG 

Konsertfius 19.30 Evgeny 
Svetlanov conducts toe 
Gothenburg Symphony Orchestra 
in Bruckner’s Eighth Symphony. 
Repeated tomorrow at 18.00. Next 
Fri and Sat Leif Segerstam 
conducts works by Haydn, 

Brahms and Schnittke (167000). 


■LONDON 

THEATRE 

• Colquhoun and MacBryde: 
a new play about two Scottish 
painters, written by John Byrne, 
author of Tuttl Frutti and Your 
Cheatin' Heart. Starts previewing 
tonight. Press night on Tues, runs 
till Oct 17. 

(Royal Court 071-730 1745). 

• It Runs in toe Family: Ray 
Cooney's new comedy about a 
distinguished neurologist who 
finds his past catching up with 
him in the shape of a son he 
never knew he had. Just opened. 
(Playhouse 071-839 4401). 

• Valentine's Day: a musical 
adaptation of G B Shaw's You 
Never Can Tell, starring Edward 
Petoerbridge. Opens tonight 
(Globe 071-494 5067). 

• The Madras House: Harley 
Granville Barker's poignant 
comedy in a production first seen 
at the Edinburgh Festival last 
month, where It was 
enthusiastically received. Till 
Oct 10. 


(Lyric Hammersmith 081-741 
2311). 

• A Woman of No Importance: 
Oscar Wilde's social comedy in 
a production by Philip Prowse 
first mounted by toe Royal 
Shakespeare Company in its 1991 
summer season. 

(Haymarfcet 071-930 8800): 

• For ticket information about 
all West End shows, phone 
TheatreJine from anywhere in 
toe UK: Plays 0836 430959 
Musicals 0336 430960 Comedies 
0836 430961 Thrillers 0836 430962 

MUSIC 

Royal Festival HaU 18.30 Opening 
concert of toe London 
Philharmonic's South Bank 
residency. Franz Welser-Mdst 
conducts works by Britten, 
Schumann. Stravinsky and 
Prokofiev, with Maurlzlo Pollini 
soloist in Beethoven's Fourth 
Piano Concerto (repeated 
tomorrow). Sun: Giuseppe 
Slnopoli conducts extracts from 
The Ring. Next week: Zubin 
Mehta conducts the LPO and 
Evgeny Svetlanov conducts 
Mahler's Sixth (071-928 8800). 
Barbican ig.30 Adrian Leaper 
conducts toe City of London 
Sinfonia in a Beethoven 
programme, with Moura Lympany 
soloist in toe Fourth Piano 
Concerto. Tomorrow: world 
premiere of David Matthews' 

Oboe Concerto. Next Thurs: 
Michael Tilson Thomas conducts 
the first concert in the new LSO 
season (071-638 8891). 

Coliseum 19.30 ENO production 
of Ariadne auf Naxos with Janice 
Cairns and Graeme 
Matheson-Bruce. Tomorrow: 


Rigoletto. Sat La forza del 
destlno (071-836 3161). 

Luciano Pavarotti sings his last 
two performances in Tosca at 
Covent Garden on Sat and Mon 
(071-240 1066). 


■ NEW YORK 

Avery Fisher Hall 20.00 Kurt 
Masur conducts toe New York 
Philharmonic Orchestra In 
Beethoven’s Fifth and Schubert's 
Eighth symphonies, plus Mehul's 
Symphony in G minor. Repeated 
tomorrow, Sat and next Tues (875 
5030). 

Stale Theater 20.00 Christopher 
Keene conducts Frank Ccrsaro'a 
New York City Opera production 
of Busoni's Doktor Faust 
Tomorrow: II barbiere di Siviglia. 
Sat Cav and Pag. Sun afternoon: 
Rigoletto (870 5570). Mon; 
opening of Metropolitan Opera 
season (362 6000). 


■ PRAGUE 

• Jirl Belohlavek conducts toe 
Czech Philharmonic Orchestra 
tonight and tomorrow at toe 
Dvorak HalL with Rudolf Firkusny 
soloist in Brahms' First Piano 
Concerto (266 0111) 

• Simon Estes is soloist with 
the Czech Radio Symphony 
Orchestra in a popular concert 
tonight In the Smetana Hail. Sat 
Slovak Chamber Orchestra. Sun: 
orchestral works by Bernstein, 
Dvorak and Brahms (232 2501). 

• Tonight's recital by 
Rosenberg Capella in toe 
Basilica of St George is entitled 
Music in the Court of Czech 
Kings. On Sst in toe Monastery 


of St Agnes, toe Stamitz Quartet 
plays works by Mozart Janacek 
and Smetana (232 2501). 

• The Prague Symphony 
Orchestra's new season opens 
next Tues and Wed in the 
Smetaga Hail with a programme 
of Gershwin, Copland and Dvorak 
conducted by Richard Buckley 
(232 2501). 

• This month's repertory at 
toe Prague' State Opera (formerly 
Smetana Theatre) includes 
Otello, L'ltallana in Algeri, Cosi 
fan lutte, Ambroise Thomas' 
Mignon and a Zemlinsky 
double-bill (Wilsonova 4, tel 
265353). 

• Czech violin virtuoso Josef 
Suk is artistic director of a 
chamber music festival (from 
Sep 20 to Oct 4) which focuses 
on Prague's rich musical 
traditions. For pre-booking and 
information about this and other 
events, contact city centre ticket 
agencies (Bohemia, Na Prikope 
18, 228738, or Melantrlch, 
Wenceslas Square 38 in the 
passage, 228714). 


■ ZURICH 

Schauspielhaus 20.00 First night 
of new production of 
Shakespeare’s A Midsummer 
Night’s Dream, directed by Peter 
Wood. Dally except Sun (221 
2283). 

O pern ha us 20.00 Die Zauberflote. 
Tomorrow: Rigoletto. 

Sat: Nello Santl conducts toe first 
night of Francesca Zambello's 
production of Bellini's II Pirata, 
with Mara Zampleri and 
Salvatore Fislchetla, also next 
Tues and Thurs (262 0909). 


European Cable and 
Satellite Business TV 

(all times CET) 

MONDAY TO FRIDAY 
CNN 

2000-2030, 2300-2330 World Busi- 
ness Today - a joint FT /CNN pro- 
duction with Grant Perry and Colin 
Chapman 

Super Channel 

0830-0900 (Mon) FT East Europe 
Repo rt - weekly mdeptti analysis 
from FTTV 

2130-2200 (Tues) Media Europe - 
what's new in European media 
business 

2130-2200 (Wed) FT Business 
Weekly ■ global business report 
with James BelltnJ 
0830-0900 (Thurs) Media Europe 
2130-2200 (Thurs) FT Eastern 
Europe Report 

0830-0900 (Frl) FT Business 
Weekly 

Sky Nows 

0130-0200 (Mon). 2130-2200 
(Thurs). 05300600 (Frt) FT Busi- 
ness Weekly 

SATURDAY 

CNN 

0900-0930 World Business This 
Week - a joint FT/CNN production 
1900-1930 World Business This 
Week 

Super Channel 

1930-2000 FT Eastern Europe 
Report 

SUNDAY 

CNN 

1030-1100. 1800-1830 World Busi- 
ness This Week 

Super Channel 

1800-1830 FT Business Weekly 
Sky News 

1330-1400, 2030-2100 FT Business 
Weekly 
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Sterling hangs 
by a thread 


T he Conquistadores del 
Cielo is an exclusive 
club of aviation industry 
heavyweights who meet 
twice a year In a Califor- 
nian ranch to eat, drink and talk in 
an informal manner about business. 
But last week's gathering of the 
self-styled “conquerors of the sky" 
was anything but relaxed- 
Hr Robert Crandall, chairman of 
American Airlines, and Mr Stephen 
Wolf, bead of United Airlines, were 
reported to be lobbying other airline 
bosses, as well as aircraft and 
wngine manufacturers, to put pres* 
sure on the US government to block 
the proposed 8750m acquisition by 
British Airways of a 44 per cent 
stake in TJSAir, the sixth-largest 
American carrier. 

Political infighting has now 
reached a rare level of intensity on 
both sides of the Atlantic, as the US 
government prepares to approve or 
reject the BA-USAir deal. Mr John 
MacGregor, the UK transport minis- 
ter, is filing to Washington next 
week for consultations with Mr 
Andrew Card, his American oppo- 
site number. Yesterday, Mr Card 
dashed the airlines’ hope of a deci- 
sion by September 19, and the deci- 
sion could be delayed because of the 
political sensitivity of the issue in a 
US presidential election campaign. 

The stakes are high. Mr Lawrence 
Nagin, executive vice-president of 
United Airlines, describes the pro- 
posed BA-USAir deal as “one of the 
rare defining moments" in aviation 
history. Sir Colin Marshall, BA's 
chief executive and deputy chair- 
man. says the combination with 
USAir would set BA "well on the 
way to becoming probably the first 
truly global airline group”. 

This has long been BA's ambition. 
After failing during the past three 
years to link up first with United 
Airlines, then with Sabena of Bel- 
gium and more recently with KLM 
Royal Dutch Airlines, the UK car- 
rier has finally succeeded this year 
in negotiating a string of alliances 
and equity investments with other 
carriers in an effort to secure its 
longer-term future as one of the 
world's do minan t airline groups. 

Apart from the USAir investment, 
BA is establishing a new Moscow- 
based international airline with 
Aeroflot, called Air Russia. It has 
acquired a 49 per cent stake in a 
small German carrier called Delta, 
which has since been renamed 
Deutsche BA to strengthen its posi- 
tion in the German market. It 
expects to complete next week the 
acquisition of a large minority stake 
in Transport Aerien Transregional 
(TAT), a French regional airline, 
which will enable BA to challenge 
Air France in its home market 
"The mining link is still the Far 
East” concedes Lord King, BA's 
chairman. But BA is also hunting 
for partners in the Asia-Pacific mar- 
ket and has expressed interest in 
taking a stake in Qantas, the inter- 
national carrier befog privatised by 
the Australian government 
Other airlines have also been 
scrambling to forge alliances, equity 
partnerships and close marketing 
ties with other carriers. The trend 
towards globalisation is not new. It 
is simply the strategic response of 
the industry to increasing deregula- 
tion, progressive privatisation of 
state carriers, the competitive 
necessity of the stronger airlines to 
expand, and the need of financially 
strapped airlines for fresh capital 
and partnerships to survive. 

Air France has acquired a large 
minority stake in Sabena and CSA 
of Czechoslovakia this year; Swiss- 
air, Singapore Airlines and Delta of 
the US have formed a trilateral alli- 
ance involving cross-equity stakes 
between the three carriers; KLM 



THE END was both swift and 
expensive. With base rate up to IS 

per cent and perhaps as much as 
E9bn of foreign exchange interven- 
tion thrown In too, the UK govern- 
ment put the public’s money 
where its mouth has long been. 
But it was not enough. The ERM 
policy became unsustainable 
because no British government 
can defend a parity at the price of 
a slump. Now the policy has col- 
lapsed and the government must 
start afresh. 

The crisis is not Hmtfpd to the 
UK. The ERM itself is under 
threat, at least outside its inner 
core. The 7 per cent devaluation of 
the lira over the weekend already 
seems insufficient, while the Span- 
ish peseta is also falling fast 

The British government must 
have wanted to hold on until this 
weekend's French referendum on 
the Maastricht treaty. Yet it would 
be wrong to exaggerate the signifi- 
cance of this vote. French affirma- 
tion of the treaty had earlier been 
expected to renew the journey 
towards economic and monetary 
union. But that vote may now not 
make much difference to the 
futnre of the ERM, since the pros- 
pect of Emu is so remote as to be 
almost invisible. 

The dwindling plausibility of 
Emu has left the ERM naked. 
What has been needed to clothe it 
is reconciliation of the Bundes- 
bank's desire for lower inflati on 
with the hope of the rest of 
Europe for sustainable economic 
growth. This conflict of objectives, 
following German unification, has 
not created purely economic diffi- 
culties. It has undermined the 
European harmony that the ERM 
was intended to promote. 

Evident conflict 

Nowhere has this betel more evi- 
dent than in comments made sotto 
voce by German policymakers 
about British policy and, more 
openly, by for too many British 
politicians about the Germans. 
The conflict was evident at the 
meeting of European finance min- 
isters in Bath earlier this month. 
It was implirit in naive remarks 
from Downing Street that Mon- 
day's tiny German interest rate 
cuts had probably brought for- 
ward the time when British inter- 
est rates will move". They did, but 
the direction was inevitably 
upwards. 

Some mil criticise the British 


government’s tactics: its failure to 
raise interest rates earlier, for 
example, or more sharply at first 
yesterday. But either measure 
might have been viewed as a sign 
of panic, not of determination. It is 
easier to criticise the way the gov- 
ernment reiterated its desire for 
lower interest rates, except that 
the wish would have been evident 
even if it had never been 
expressed. 

Less feasible 

Continued economic stagnation 
is what made this policy impossi- 
ble to pursue. Indefinite continua- 
tion of rates of interest of 15 per 
cent would have been still less fea- 
sible. When the government said 
the chances of realignment were 
zero, it was being economical with 
the truth. The chances were 
hugely greater than zero, because 
the costs that would be endured to 
avoid devaluation were bound to 
be limited. 

Now, with the sensible decision 
to suspend sterling from the ERM, 
the macroeconomic policy of the 
government is in a shambles, first 
it tried monetary targeting. Then, 
starting In 1985, the Treasury tried 
to target the exchange rate. Now 
it must think policy out from 
scratch. 

One possibility is to try to clam- 
ber back to to the ERM as swiftly 
as possible. But the argument for 
joining an ERM that seemed to 
have credibly fixed exchange rates 
is different from the one for join- 
ing the present unstable version, 
even if it survives in a recognisa- 
ble form. 

The alternative is to continue 
floating. This would give the gov- 
ernment a higher degree of inter- 
est rate flexibility. That, combined 
with a depredation should allow 
some recovery, though inflation 
will probably continue to fall for 
some time. The challenge would 
be to take advantage of the new 
opportunity, while preventing the 
loss of all those hard won dirinfla- 
tionary gains. 

This is a defeat It is a defeat for 
the British government's eco- 
nomic policies, just as it Is a 
defeat for European cooperation. 
But life goes on. The British gov- 
ernment will have to find new 
ways of achieving nan-inflationary 
growth. It will also want to renew 
co-operation in Europe. Despair 
cannot be afforded, still less 
envenomed recrimination. 


The Bundesbank 
and Britain 


IN PRESTIGE and pride, 
performance and power, the Ger- 
man Bundesbank is an excep- 
tional central bank. Prestige steins 
from its statutory mandate to 
maintain German price stability 
independent of government 
"instructions". Pride is a result of 
its anti-inflationary back record, 
and its contribution to the stabil- 
ity of a country which in the first 
half of this century unleashed two 
world wars. The Bundesbank’s 
performance feeds and is fed by 
the credibility it has established 
on the financial markets. Power 
has been augmented by the post- 
war circumstances which have 
made Germany Europe's strongest 
economy, and turned the D-Mark 
into the anchor of the European 
Monetary System. 

The bank which in all but name 
has become Europe’s central bank 
is not a machine. Yet, as an insti- 
tution, it can prove dangerous for 
politicians. Chancellor Konrad 
Adenauer once complained that 
the bank was "responsible to no 
one”. Bundesbank policies contrib- 
uted directly or indirectly to the 
breakdown of three German gov- 
ernments, those of Mr Ludwig 
Erhard in 1968, Mr Kurt Georg 
Kiesinger in 1989, and Mr Helmut 
Schmidt in L982. High German 
interest rates may yet play a part 
in the downfall of Mr Helmut 
Kohl. The Bundesbank is an 
organism with which governments 
tangle at their periL 

Exacting standard 

All this was known to Mr John 
Major when, as chancellor of the 
exchequer, he took Britain into 
the exchange rate mechanism 
(ERM) in October 1990. In anchor- 
ing themselves to the D-Mark. 
ERM members have set them- 
selves an exacting standard; the 
Bundesbank has often wondered 
aloud whether Britain could live 
up to it Mr Karl Otto Pohl, the 
president between 1980 and 1991, 
forecast in September 1990 that if 
it tried to link sterling to the 
D-Mark "for all time”, the UK 
could face “mass unemployment 
and enormous payments prob- 
lems". 

The challenges for all ERM 
members have risen greatly 
because of the Bonn government’s 
policy errors over German unifica- 
tion. Large German deficits have 
given an inflationary boost to Ger- 


man growth. This ha-s forced the 
Bundesbank to raise interest rates 
far higher than foreseen two years 
ago. Countries - within and out- 
side the ERM - which had hoped 
to hitch a ride to price stability on 
the Bundesbank’s coat tails have 
suffered a bumpier journey than 
they imagined. Such countries 
have also seen their own efforts to 
reduce inflation (in France, Fin- 
land, Norway, Denmark, Belgium 
and Sweden, to below German lev- 
els) disregarded by the financial 
markets. If there is a culprit, it is, 
however, Mr Kohl and his fellow 
politicians, not the Bundesbank. 
An important reason for Mr Pohl’s 
resignation was his unheeded crit- 
icism of Mr Kohl's mistakes. 

Not unblemished 

For all this, the Bundesbank has 
not emerged unblemished from 
the fray. Under Mr Helmut Schles- 
inger, Mr P6hl’s successor, the 
Bundesbank has placed too much 
flirt phasis in the past 12 months on 
trying to cut growth in M3 money 
supply - an indicator which, 
partly because of unification 
strains, has become a less reliable 
yardstick of future inflation. 

More important, Mr Schlesmger 
has laid himself open to charges of 
dislngenuousness or worse 
through Tuesday’s hints of ster- 
ling devaluation. As an academic 
economist, Mr Schlesinger is enti- 
tled to believe that the pound's 
level against the D-Mark is too 
high; he may also have been put 
under exceptional strain by Una 
month's pressures for Lower Ger- 
man interest rates. But as a prac- 
tising central banker, he should 
know when to keep his mouth 
shut - especially when foreign 
exchange turbulence adds to the 
speculative German currency 
inflows, the disruptive effect of 
which Mr Schlesinger most fears. 

Britain cannot blame the Bund- 
esbank for its economic problems. 
But under the rules of the Euro- 
pean Monetary System, it Is enti- 
tled to assistance, rather than to 
sniping. Whether or not Europe 
proceeds towards economic and 
monetary union, central banks 
and governments will need a 
modus operand! for better mone- 
tary cooperation. Europe’s inter- 
ests. wifi be ill-served if the Bund- . 
esbank contributes to a climate in ! 
which it becomes a scapegoat for 
' troubles outside Germany. 


After the US, 

the world 

Paul Betts examines the risky global 
ambitions of British Airways 



America contributed £U8» or BA's 
£3wm operating profits for tfa staf 
ended March 1M6L By comparison, 
Europe made only £S9m.- - 

But there are also risks.' Although 
the USAir investment, involving 
$75Qm of preferred stock carrying 
an annual dividend ofTpwceat, 
gives BA some 

it U still paying STSOmJbr 44 per 
cent of a company wirrently valued 
at about SSQQmr 

it Is also betting on a recovery of 
the US market In which XJSAlr, revi- 
talised through the BA partnership, 
would be In a stronger position to 
compete against the : Mg three fig 
carriers. But so for there ia Utfie 
sign of that recovery. "The situation 
has reached the point. of absurdity 
in the US where tin fore war 1s - 
taking on an air of collective suj. 
cWe,” says Mr Bernard AttaU. chair- 
man of Air France, which has mar- 
keting links with USAir. 7 

American Airlines, -the world's - 
largest cantor, sparked off the lat- 
est conflict this year by reducing 
domestic fares by due to 40 per 
cent. “Last year, American lost 
$240m... Small matter, for what 
counts is killing the others,? ad^ 
Mr AttelL 


A bigger risk for BA ia -- 
over the north' Atkutfte 
itself. A Hbtea&atino of - 
the existing bilateral 
US-UK aviation treaty 
could undermine the aklineV 
strong profitability on these routes. - 
The US mrtfoes and thrir gwesn- ' 
uent are pressing European coun- 
tries to negotiate new "open skies” 
agreements similar to the deal nego- 
tiated with, the Netheriantte tost •• 
week. But targe European carrier* : 
fear this could turn the North 

- Atlantic market into a free-for-all 
similar to that which has shaken 
the deregulated BS market to the '. 
pastiQ yeare. V : ' 

To secure US approval fear the BA- 
USAir transaction, the UK is expec- 
ted to make some concessions next ; . 
week to give US; canien more • 
access to the Uft market, but it Is ' 
unlikely to link directly any conces- : 
slon with tin BA deal The question 
is whether those concessions wfllbe 
big enough to aatbty titeUS carri- 
ers’ appetite for expansion into the 1 
UK and Europe. . 

' Mr Crandall of American has 
already drawn up an extensive 
shopping list; better access to slots 
at Heathrow; new US destinations 
to London; allowing US carriers as 
many routes out of Heathrow as UK 
carriers have; unlimited access to 
secondary UK cities; more liberal • 
capacity and feres -controls; rights 
to fly beyond the UK to other. Euro- - 
peas destinations. 

Unless the US carriers can secure . 
ail or most of these rights, Mr Alien ' 
of Delta argnes that US government: 
approval of the .BA-USAir deal 
would be "tantamount to the USA 
declaring unilateral economic disar- 
mamenf. Such a traction, says Sir 
Colin, only serves to reassure him' 
that BA’s agreement with- USAir Is 
“a good one". ' 

Whatever the outcome of the cur- - 
rent US-UK negotiations, BA’s move 
on USAir has already triggered a . 
process likely to lead to fundamen- - 
tal change hi the airline business 
and the way aviation is regulated. 

"The transaction holds the pros- 
pect of making enormous inroads In 
the protectionist Blinking that stiff 
pervades much of the.taterhational 
aviation regime; and coidd well ba - 
the lever with which to open - 
Europe and the US to a free compet- 
itive environment,” says Mr Nagin 
of United. 

It could turn the Conquistadores 
del Gelo into an original script tot ■ 
a Spielberg blockbuster. 


has a large stake in Northwest Air- 
lines of foe US; Air Canada and 
Canadian Airlines have just merged 
and are seeking to combine with the 
bankrupt Continental Airlines of 
the US, in which Scandinavian Air- 
lines System had earlier bought a 
costly equity stake; and Lufthansa 
yesterday joined the fray by 
announcing it was considering a 
joint bid for Continetal with Mr 
Marvin Davis, the US financier. 

The process is expected to lead to 
significant concentration in the 
industry, with a few large airline 
groups dominating the interna- 
tional market. “Ultimately, there 
will be, perhaps, no more than 10 or 
12 global airline combines, perhaps 
fewer three or four will evolve from 
the existing European industry, 
with similar numbers anchored in 
North America and the Far East-Pa- 
cific area," Sir Colin predicts. 

But by aggressively challenging 
the big three US carriers - Ameri- 
can, United and Delta - in their 
own market with the USAir deal, 
BA has turned the battle, which has 
been building up all year over the 
North Atlantic, into all-out war. 
The three see BA as their biggest 
threat, not only because of the UK 
carrier's financial and marketing 
strength but also because they feel 
BA continues to enjoy unfair advan- 
tages under the existing US-UK 
bilateral aviation agreement 

This bilateral agreement, c laims 
Mr Ron Allen, Delta's chairman, “is 
erne of the most restrictive in the 
world”. He says it grants BA more 


access to the US than any other 
airline, and severely restricts the 
rights of US carriers to compete in 
the UK market While BA serves 18 
destinations in the US. American 
carriers complain the aviation 
treaty limits the number of US air- 
lines in the UK market as well as 
the number of seats they can offer. 


T hey argue the BA-USAir 
deal would worsen the 
competitive imbalance 
by creating an inte- 
grated airline network 
with European and US market 
access that could not be matched by 
any other US airline because of the 
restrictive bilateral agreement In a 
joint policy document the big three 
US passenger airlines and the two 
specialised American freight carri- 
ers, Federal Express and United 
Parcel Service, have urged their 
government to negotiate a new 
“open skies” agreement with the 
UK and not place a "for sale” sign 
on the US airline industry. 

“This is not a question of British 
Airways acquiring a toehold in the 
lucrative US market hut a potential 
stranglehold over access to 55m 
USAir passengers and 900m freight 
tonne-kilometres of air cargo a 
year," they claim. They further 
argue that the BA-USAir deal 
breaches US airline foreign owner- 
ship rules because the agreement 
would give BA “substantial and 
effective control over virtually all 
business aspects of USAir". 

BA scoffs at these charges. The 


Book Review 


The contradictory Dr K 


I n the annals of modern Ameri- 
can statecraft, no one occupies 
a more prominent place than 
Henry A Kissinger. For eight 
years under Presidents Nixon and 
Ford he dominated the conception, 
formation and execution of US for- 
eign policy, at times appearing to 
act with an authority more solid 
than that of the president hfei<wif. 
With Nixon, he extended, then ter- 
minated, America's disastrous 
entanglement in Indochina, ami as 
the Nixon administration crumbled, 
he represented one of Washington’s 
only anchors of stable government 
He initiated ddtente with Moscow 
and made the historic opening to 

Beijing. Like some other-worldly 
rhpgs player, he manlpulatort anH 

managed foreign crises more single- 
handedly than any US government 
officer before or since. 

Yet Kissinger's reputation 
remains as hotly contested today as 
it was when he departed office in 
1976. StOl admired for his dazzling 
intellect and sought after for his 
international expertise, he is also 
blamed for much unnecessary 
slaughter in far-flung places and 
held responsible for a lasting ten- 
dency towards duplicity In tire US 
executive branch’s handling of for- 
eign affairs. To Ids many critics, he 
is enduringly tainted with the bad 
smell that stifled the Nixon presi- 
dency - the wiretaps, the petty 
in-fighting, the lies. 

Walter Isaacson's book is an 
attempt to pin down this contradic- 
tory and elusive figure once and for 
all, it is, of course, not the first - if 
anything the task is complicated by 
the existence of Kissinger’s own 
voluminous, highly readable but 
subjective memoirs, not to mention 
the large corpus of sycophantic and 
bitterly hostile literature that has 
appeared In the past 16 years. But it 
is undoubtedly the most successfuL 
Isaacson, an editor with Time maga- 
zine, writes with wit and insight; he 
Is also greatly helped by having had 


KISSINGER: A BIOGRAPHY 

By Walter Isaacson 

Faber A Faber. £25, 8V3 pages 

extensive access to his subject with- 
out conceding any editorial control. 

This is no hatchet job. The author 
has weighed the merits and the mis- 
takes of Kissinger’s career. Never- 
theless. the portrait that emerges is 
of a deeply complex, even bizarre, 
personality: a mixture or preening 
arrogance and foot-stamping para- 
noia; of irresistible r-hgpn. vindic- 
tiveness and an almost pathetic 

desire to be liked; of strong, but 

highly changeable, convictions. 

Isaacson plausibly attributes 
many of these traits to Kissinger's 
early life as a Jew in Nazi Germany, 
where 12 of his relatives perished. 
But in his case the refugee’s desire 
for recognition was a mania. As a 
young academic at Harvard, he 
spent much time seeking to ingrati- 
ate himself with the powerful and 
famous, and from his army days he 
attached himself to a series of influ- 
ential patrons who - recognising 
his brilliance - secured him 
advancement Having been adopted 
by the most important patron of ail, 
be craved celebrity, becoming the 
darling of the Georgetown dinner 
circuit of TV talk shows, and of the 
Hollywood starlets whom he con- 
spicuously but celibately dated. 

These personality issues are cen- 
tral to an understanding of Kissing- 
er's statesmanship. Partly as a 
result of his background, his world 
view was dark. He was heavily 
influenced by gloomy European 
thinkers such as Spongier. and 
more or less consciously modelled 
himself pn Mettemich, of whose 
aptitude for intrigue and manipula- 
tion he wrote approvingly while at 
university. He felt strongly the need 
for international order, and dis- 
missed the moralistic or idealistic 
arguments that often prevail in US 


foreign policy debates. This could 
lead to misjudgments: Kissinger’s 
tendency to view all regional con- 
flicts through the prism of the cold 
war, for example, even when there 
was no evidence of Moscow’s hand, 
and his disregard for homegrown 
political forces in countries he per- 
ceived as friends or foes. 

What Kissinger felt most strongly 
of all, however, was his urge both to 
command the stage and to direct 
the performance. His style was devi- 
ous; he preferred “back channels” 
to formal diplomatic communica- 
tion, stealth to openness. On occa- 
sion this paid dividends by enabling 
Kissinger to cut through the con- 
ventional wisdom. As Isaacson 
argues, the stunning C hina initia- 
tive would not have been possible 
had it been conducted through reg- 
ular state department channels. But 
at other times, Kissinger seemed to 
choose the cloak and dagger for 
their own sake. To quote Napoleon 
on Mettemich, he tended to “con- 
fuse policy with Intrigue". As often 
as not the intrigue was directed at 
rivals within the administration. 

Kissinger ought respond to these 
charges by saying that the means 
were justified by the end, which 
was to steer the US out of its Viet- 
nam ddbdde and establish a new 
balance of global power. In that he 
succeeded, for a time. He was cer- 
tainly more alive than most of his 
peers to the limits on American 
power in the 1970s, and that 
remains an Important legacy at a 
time when the US may be on the 
brink of electing its first Vietnam- 
generation president. Where Kis- 
singer erred most substantially, per- 
haps, was in felling to understood 
that Americans need a more com- 
pelling justification for an active 
involvement in the outside world 
than his calculating reaipoUHk. 


Andrew Gowers 


feet is that the deal meeting exist- 
ing regulations, has no implications 
for the UK-tJS air services agree- 
ment whatsoever, rather, the boot is 
on the other foot.” Sir Cohn says 
defiantly. Under the terms of the 
deal, BA would secure a 44 per cent 
stoke and 21 per cent of the voting 
rights In USAir. complying with 
current US rules limiting foreign 
ownership in airlines to 25 per cent 
of voting righto. 

Moreover, Sir Colin argues that if 
US carriers want to table new 
demands from Britain they should 
provide commensurate concessions 
for UK airlines, including the relax- 
ation of restrictive ownership rules. 

The UK has also complained that 
US carriers have long enjoyed 
advantages denied to their interna- 
tional competitors by continuing to 
dominate their domestic market- 
with large hub and spoke networks. 
While BA controls 39 per cent of 
takeoff and landing slots at Lon- 
don’s Heathrow airport. American 
controls 65 per cent of slots at Dal- 
las; United 68 per cent at Washing- 
ton National and 48 per cent at Chi- 
cago; and Delta 70 per cent at 
Atlanta. Two years ago, the UK also 
scrapped traffic restrictions at 
Heathrow, allowing American and 
United to replace the now defunct 
Pan American and the struggling 
TWA at London's, biggest airport 
and BA’s traditional home base. 

The North Atlantic has tradition- 
ally been a big money earner for 
BA. Even In a depressed market 
savaged by a ferocious feres war, 
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very experienced economic 
journalist who supports a 
government pollcyought to 
know that the likelihood is 
that the rug wiD he polled from under 
him by the government itself. So £ 
was not surprised by On decision to 
suspend the ERM parity, but was 
aghast at the follies which, passed 
muster for the defence of sterling. 

As a. veteran of many sterling cri- 
ses, I am always astonished by the 
astonishment of the nff jd atl world at 
the size of each new run' on starling 
D urin g the long period shme the end 
of Bretton Woods, British ministers 
and officials seemed to have forgotten 
about the art of operating a system of 
semi-fixed exchange rates. The combi- 
nation of German unification pres- 
sures, the weak dollar, the hysterical 
atmosphere surrounding the French 
referendum and the Bundesbank's 
ever more open advocacy of sterling 
devaluation have been evident for a 
long time far those with eyes to see; 
and a crisis like this week’s has 
always been very much on the cards. 

The government spent far too long 
waiting to raise interest rates and 
thus paraded its reluctance to do sa 
An independent Bank of England 
would have acted earlier, even if only 
by a few vital hours yesterday. 

But the Bank Itself is at fault in not 
doing more to push up the very 
short-term rates covering the French", 
referendum period Yesterday after- 
noon dealers were quoting 70 per cent 
for borrowing sterling until next Mon- 
day. This compared with the over- 
night marginal lending rate of 500 per 
cent imposed by the Swedish Rflra- 
bank for its overnight tending rates. 
In any case it arrived too late. . 

There , were also the usual putiing 
political mistakes, such as the prime 
minister and chancellor expressing 
^ hopes for lower interest rates when 
the only thing to have said was that 
x5 : ’ they would go up as much as needed 
Another tactical mistake was to say 
" ~ too little about the resources available, 
to defend sterling, most of which were 
apparently still not used There was 
^ also a technical problem at the high- 
"j eet level, which should have been 
resolved years ago. ' 

This was the reluctance of the 
Bundesbank to fulfil its legal obhga- 
••i: turn to give tmiimited support to cur- 
rendes at the bottom end of the par- 
ity grid The Bundesbank's passionate 
conviction was that such intervention 
involved the creation of more 
D-Marks and was thus inflationary. - 
This was in sharp contrast to the atti- 
tude of the Fed and the Bank of 
England, which was that sterilisation 
of these inflows was possible and 
almost automatic. It would require a 
medieval scholastic to determine the 
Issue. But the practical need to estab- 
lish a modus vmandi was neglected 
The next few days will determine 
whether the British defeat has been in 
_1~“’ ; a battle or in a war - and not just for 
,, the Major goverment but for national 
'?■ hopes of price stability and non-infla- 
V *'.,"*“* ttonaiy growth. It is not, a good sign 
/' that having raised MLR to 15 par cent 
in a panic, the government was- not - 
’ • • : prepared to stick it out for the few 

remaining days until the French ref- 
r - - erendum result is known. 

- — if -the uk were to rejoin the ERM 
after a French Yes vote at a central 
- - - rate somewhere within the previous 

: parity grid, there will be hope. But 

- the prospects are not promising, as 
.. -t the financial talking classes, the 
r rightwing xenophobes and the infla- 

.. tfonist Left have all tasted Mood and 
i will exert the maximum pressure, 
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both on the government directly and 
on the foreign exchange markets, to 
prevent this happening. The UK's 
partners will also want some assur- 
ance that Britain’s renewed member- 
ship is not going to disrupt the sys- 
tem yet again. One question to be 
asked in a. very necessary post mor- 
tem is why France has been so much 
better able to withstand the same 
pressures. 

* * * 

Many people have compared the 
currency, pressures today with the 
events leading up to the British deval- 
uation of 1967. The two periods have 
much in common: numerous passion- 
ate official fteniala of any int ention to 
devalue, a prime minster and chancel- 
lor staking their reputation on main- 
taining the parity, and heavy losses in 
the defence of sterling. 

There was, however, one Mg differ- 
ence in policies between now and 
then. When the Wilson government 
came to office in 1964 it was asked to 
choose between restricting domestic 
danmnif and devaluing the pound. It 
chose neither and tried to muddle 
through by overseas borrowing. 
Incomes pahries and marginal indus- 
trial intervention. By contrast the 
Major government thought it was 
committed - Hke the French Socialist 


government - to a monetary and fis- 
cal policy giving top priority to main- 
taining the ERM parity rather than to 
‘‘growth" objectives. It was thrown 
off-course this Hmp by a combination 
of political and market events, having 
little to do with fundamentals. 

I was present at the fateful press 
conference at Number 10 Downing 
Street to explain the 1967 devaluation, 
and was booed because the Downing 

Periodic devaluations 
are like trying to get 
up earlier by shifting 
the clock - not a good 
long-term bet 

Street crowds thought that the depart- 
ing journalists were Cabinet mem- 
bers. 1 may well have deserved it. For 
I had been actively campaigning for 
devaluation wherever I could find an 
outlet This was rarely. For one differ- 
ence between the two periods is that 
in the 1360s nearly all publications 
had adopted self-censorship and never 
mentioned the “D" word. This time it 
became a cliche - and common 
ground between left and right-wing 
critics of John Major, never previ- 


ously known to be interested. 

Why have 1 changed my attitude? 
The ™hi reason is in the realm of 
ideas. In the 1960s I wanted govern- 
ments to increase demand more 
quickly to stimulate growth and 
employment. Devaluation, it was 
hoped, would remove the balance of 
payments constraint against their 
doing so by making British goods 
more competitive. Yet at almost the 
very same time Mfiton Friedman gave 
his famous 1967 presidential address 
to the American Economic Associa- 
tion, showing that there was no 
long-term choice between inflation 
and unemployment The implication 
was that the main impact of demand 
stimulation was just on the price 
level: growth and employment were 
determined by the labour and goods 
markets - the "supply side”. 

There might still be some 
short-term arguments about how 
quickly to reduce inflation or whether 
the exchange rate was a useful buffer 
against outside shocks. But these 
were all second-order questions and 
not the key to growth and jobs. If this 
was so, financial policy might as wefl 
concentrate on obtaining the very real 
gains from stable prices. I came to 
think that tins could be best achieved 
by aligning sterling against a cur- 


rency with a good record for staple 
prices, such as the D-Mark. 

There was nothing in all this to 
suggest that stable prices would 
themselves lead to rapid growth, as 
sound money advocates are carica- 
tured by their opponents as saying. 
The most that can be asserted Is that 
low inflation is a precondition for sac 
cessful growth policies and that Brit- 
ish - unlike, for instance, Italian - 
business has not been very nimble at 
adjusting to high m flati o p- 
A devaluation is fool’s gold. Once it 
has been forced, the foreign exchange 
market expects another; and to insure 
sterling holders the UK needs a 
higher level of interest rates. 

Moreover, estimates of comparative 
purchasing power suggest that ster- 
ling was not overvalued except 
against the dollar. The heart of the 
devaluationists’ case is embodied in 
John Mueflbauer’s suggestion in the 
Financial Times of September 14 that 
relative UK competitiveness was some 
20 per cent less than over the average 
of 1964-79, despite the purchasing 
power estimates. 

There are many dubious aspects of 
such a remote index number compari- 
son. If it was the whole story it would 
be difficult to understand why - as 
shown in the second chart - the UK 
share oE world trade was falling when 
sterling was supposed to be very com- 
petitive, but has roughly stabilised 
since the early 1980s when sterling 
has been supposedly overvalued. This 
does not dispose of the UK’s high pro- 
pensity to import; but it is difficult to 
demonstrate that It is higher than 
other countries’, especially if account 
is taken of the implications of inward 
Japanese investment, which has 
already turned the UK into a net 
exporter of television sets and is 
likely to gHmfnato the deficit on cars 
by the mid-1990s. 

More insight is obtained by looking 
at competitiveness against the US and 
Germany separately. On the OECD 
unit labour costs index, Britain is just 
as competitive against Germany as it 
was over 1965-79. The deterioration 
has been against the US. This fits in 
with the complaints of British busi- 
ness which have been against the low 
dollar rather than the D-Mark parity. 
But this affects all European coun- 
tries, and Japan cannot be met by 
unilateral British action. As a matter 
of feet Britain looks more competitive 
against Germany than it does against 
other members of the ERM - a feet 
which makes me all the more scepti- 
cal of how useful the indices are for 
currency fine tuning. 

All this is shadow boxing. What 
really influences me now is the UK’s 
long history of repeated self-defeating 
currency depredation. The first chart 
shows that sterling has dropped from 
DMll to less than DM25 since 1965. 
Against the basket it has fallen by 
more than 50 per cent since 1970. Yet 
the result has been either no improve- 
ment in competitiveness, or a deterio- 
ration if MueUbauer'8 indices are 
right Clearly the nominal depreda- 
tion has been offset by inflation. 

Even the most sophisticated devalu- 
ation advocates overlook the distinc- 
tion between a one-off adjustment and 
a succession of downward adjust- 
ments. The latter become entrenched 
in the labour as well as the financial 
markets and become just part of an 
ongoing inflationary process. 

Periodic devaluations are rather 
like trying to get up earlier by shift- 
ing the dock. On a one-off occasion it 
may work; but repeated many times 
aver it Is self-defeating and worse. 


Inflexibility 
meets naivety 

Quentin Peel and Andrew 
Fisher on what Schlesinger said 


F or an institution that 
prides itself as a para- 
gon of conservatism 
and stability, the Ger- 
man Bundesbank seems sud- 
denly to have become remark- 
ably accident-prone. 

Twice in a matter of days, 
the mighty central Kan it has 
been forced to issue agonised, 
denials of statements attri- 
buted to it, on nftfrinn 
too late to prevent a blood-let- 
ting on the currency markets. 

First it was a confidential 
report by a leading French 
bank, saying the Bundesbank 
believed the lira, peseta and 
sterling were all “candidates 
for devaluation”. 

Now it is Mr Helmut Schles- 
inger, the president, who 
denies having told two busi- 
ness newspapers that the prob- 
lems of the currency market 
have yet to be resolved, more 
currencies will come under 
pressure, and a more compre- 
hensive realignment within 
the European Monetary Sys- 
tem would have been better. 

What is up? Is it all a terri- 
ble plot by the beastly Bundes- 
bank to bash the Brits? Or is it 
a tale of incompetence, a chap- 
ter of accidents by a lumber- 
ing institution, a public rela- 
tions nightmare »gid no more? 

The latest tale of woe is cer- 
tainly indicative. Mr Schles- 
inger decided to give a simul- 
taneous session on Tuesday 
afternoon to Germany's Han- 
dels biatt and the US Wall 
Street Journal. His intention 
was apparently to answer the 
barrage of criticism, at home 
and abroad, that the Bundes- 
bank had lost its credibility as 
an independent institution. 
The charge Is that it was pres- 
sured politically Into easing 
Its interest rates In exchange 
for a HmWad realignment In 
the Rtss on Monday. 

The interview was only 
granted on the guarantee that 
the subsequent publication 
would be carefully cleared by 
the bank’s press department - 
a common German practice, 
but a considerable concession 
for the JonrnaL What Hr 
Schlesinger felled to take into 
account were the inflexible 
deadlines of his own national 


newspapers. 

An Interview at 4pm was 
dearly a challenge for the US 
publication, but it managed to 
dear the article in time. A 
respectable, but unexdting 
version, warning against 
expectations of further inter- 
est rate cuts, duly appeared 
yesterday. Only one slightly 
dubious quote slipped 
through: “One can see that the 
problems aren’t finally 
solved,” Mr Schlesinger was 


quoted as saying. “But it looks 
much quieter than it did last 
Friday." 

The same cannot be said for 
Handelsblatt, a paper with a 
reputation almost as worthy 
as that of the Bundesbank. It 
was quite unable to process an 
entire Interview In time for its 
late afternoon deadline- So it 
decided to ran a brief sum- 
mary, and publish the inter- 
view today. Even then, the 
summary story only made the 
last few thousand copies of the 
print run. But the result 
caused consternation in the 
corridors of Europe’s central 
banks - above all in London 
and Frankfort itself. 

As German newspapers 
often do with a good story, 
Handelsblatt sent a summary 
of the story to the news agen- 
cies in advance, and It was 
htwinnhtg on the wires by 8pm 
on Tuesday. As soon as the 
news got to London, the Bank 
of Eiijind rang the Bundes- 
bank, demanding an explana- 
tion. It was told the interview 
was “unauthorised”. Nothing 
shocking would appear. By 
then the uncensored summary 
was coming off the Handels- 
blatt presses. It was too late to 
stop it, even though it was 
barely 9pm. 

Did Schlesinger say, or did 
be not, that he would have 
preferred a more comprehen- 
sive alignment? “He did not 
say that, and he did not mean 
that,” a Bundesbank spokes- 
man replied. Yesterday, Han- 
delsblatt and the bank’s press 
department were locked in 
what one participant called “a 
damage limitation exercise”. 

Mr Werner Benkhoff, the 
head of the newspaper’s cur- 
rency and capital markets 
department who conducted the 
interview, is unrepentant “We 
stand by the story. The con- 
tent accurately reflected what 
he said,” he insisted yesterday. 
“But we also admit that it was 
not the authorised version." 

One person closely involved 
says tiie Handelsblatt excerpts 
were simply “the direct quotes 
in Indirect speech". 

The whole truth will prob- 
ably never be published. But It 
does say something about 
inflexible German press prac- 
tices, and the naivety of the 
correct and courteous Mr 
Schlesinger. He was stating; or 
leaving the impression of, lit- 
tle other than the obvious. The 
fact that it came from the pres- 
ident of the Bundesbank is 
what caused the consterna- 
tion. “Your boss is too honest 
for his own good," was the 
comment made to a Bundes- 
bank official overheard in the 
corridor after the interview. 


Observer 


* Those dam 

■ h •! - ■ • 

'.foreigners 

* '' ■ Haven’t we been here before? 
’ Yesterday’s activities In 
- '_ r ; . London bear isome uncanny • - 

• ~ . similarities to events 61 years 
- ‘ ago, when the very same date 

— 1, saw the start of the countdown 
"■ to Britain’s departure from 
■ . the gold standard on Monday 
.r * September 2L ^ . 

... Ax inte rnational ffnanc iftfl 
,, ' confidence in Britain’s po li cies 

drained away, the Bank of ■ 
h? • England lost £&sm In reserves 
on Wednesday September- 16. 

■ With foreign exchange tension 

... • increased by a mutiny in the 
Royal Navy, together with 
fears t>T an early general 
■.?' election, the reserve losses 
increased to £10m on . 
Thursday, and £lB.75nton 
, Friday. 

The government made 
' - frantic efforts to arrange fresh 

loans from New York.tb shore 
: up the pound, with a certain . 
", Thomas Lamont.- a senior 
partner in JP Morgan r- • 
pla y in g an important part in - 
the negotiations. But the 

decision to era! the link with 
gold was made on Friday 
r evening. 

Announcing the decision, 
ae well as a rise in- bask rate . 
from 44 per cent to 6 per cent, 

the government Issued the 
following soothing statement, 

carried in Monday’s 
newspapers: 

“This wmergitwy measure, 
it must be recognised, clearly 
is in no sense a reflection upon 
the internal conditions of the 
. country. It arises from the fact . 
. • that foreigners, largely because 

of a lack of confidence In the 
. stability of their own 
. countries, have thrown such 
. pressure upon sterling that 
it has become temporarily 
necessary to arrest the 
' abnormal withdrawals erf gold 
- which have resulted.” 


Butted around 

■ Yorkshire-based Spring Ram 
Corporation likes to have a 
bit of a do to mack its results . 


meetings. Last year, for 
instance, the bathrooms and 
kitchens group brought 15 
carnation-sporting directors 
to London, to give them a view 
of City types. This time the 
mountain is going to 
Mohammed — or Bradford, 
at any rate. 

Bradford Is the venue Tor 
Hip announcement of 
Interim figures, so a “Spring 
Ram Train" has been chartered 
to ferry analysts, ftmd 
managers and journalists - 
animals that companies 
normally try to keep in 
separate cages on such 
occasions. 

They will be herded round 
two factories (the group is 
spending more than £100m on 
new plants) and fed in Tong, 
an upmarket village on the 
city’s outskirts. 

Whether the junket will 


matter. 

Having grown rapidly to 
make £37.6m pre-tax profit last 
year, the company has recently 
sparked an outbreak of doubt 
among some analysts. In the 
summer cams a downgrading 
of profit forecasts, from £45m 
to JE40m for the foil year, and 
the share price fell sharply. 

With questions being raised 
about accounting^ techniques, 
some companies might 
it time to keep their head 
down, text then Ram was never 
noted for its cautious 
quiescence. 

Periaps it is hoping it will 
be easier to work the old magic 
cm its home turL 


Prescient 

■ Half an hour before the first 
base rate increase of the day, 
Pearl Assurance was yesterday 
bQring around the City the 
latest results of the Pearl 
Investor Confidence Index — 
which proudly showed a rise 
for the first time since May. 

“Tough,” says Pearl’s 
insouciant marketing manager 
Martin Fox. “It accurately 
mirrored people’s views two 
weeks ago" - when the 
interviews were conducted. 

But Bead's mistiming is as 



If you jump you’ll never 
know how the French 
referendum went* 

nought compared with that 
of Bundesbank presitient 
Helmut Schlesinger who. had 
he nothing else on his m ind, 
might, be wishing he had 
chosen a different title for the 
speech he delivered at the 
Institute of World Economics 
in Kiel on Monday. 

Receiving the 
Bemhardr-Hanns medal for 
contributions to world 
economic affairs, be spoke on 
the subject of “Progress in the 
monetary integration of 
western Europe”. 


Shown up 

■ How do Russia's new 
business managers compare 
with their longer experienced 
counterparts in Britain? Like 
energetic and ambitious 
youngsters set beside cautious 
conservative oldies, according 
to Moscow researcher Mark 
Urnov who has been studying 
samples of both as part of his 
work at the Academy of the 
National Economy, and the 
Gorbachev Institute. 

The study, made in 
collaboration with the UK's 
Sundridge Park Management 
Centre, showed that a mere 
13 per cent of the British set 
great store tor outperforming 
everyone else around, as 
against a third of the Russians. 

Moreover, whereas nearly 
half of Umov's home-country 


sample thought it very 
important to work for a highly 
regarded outfit, the same was 
true of only 14 per cent of the 
UK contingent. 

“British managers are a little 
tired of life," he said - and 
that was feghre the hike in 
base rates. 


Every day story 

■ Organisers of Sovereign, the 
Victoria and Albert Museum’s 
long-running exhibition (of 
which Pearson was one of the 
sponsors) have the pensioners 
of Amb ridge - rather than 
the tabloid newspapers - to 
thank for a late rally in 
attenda n ce figures. 

The show, which marked 
the 40th anniversary of the 
Queen’s accession, at first did 
abysmally. However, after a 
final gate of 18Q.000 by the time 
it closed last Sunday, it is now 
being hailed as a “popular 
success". 

In August, Sovereign’s 
visitor figures did improve - 
coinciding with revelations 
about the Windsors’ marital 
difficulties. But then the V&A 
had the bright idea of 
contacting The Archers, BBC 
Radio 4’s immortal soap about 
Midlands village life. 

In the first week of 
September, an audience of 
around 7,500,000 heard Jack 
and Peggy wave off the coach 
containing Ambrldge’s Over 
Sixties Cluh on its annual 
summer outing - to see 
Sovereign. 

The result, gloats the V&A’s 
upmarket press office, was a 
final week which was 
"absolutely heaving". 

A plug on The Archers must 
now be every pris dream. 


Bar sinister 

■ Political correctness strikes 
again. The US National Center 
on Health Statistics has 
outlawed the word 
“illegitimacy” and substituted 
“non-marital child-bearing". 

Ah well.. -don't let the 
non-maritally bom frictlonally 
diminis h you, as they say. 
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Sterling struggle suggests 
‘game is up’ again 


Greater frequency of 
realignments only 
way forward 


From Mr Jonathan Hoffman. 

Sir, Some feel that Monday’s 
rate cut damaged the indepen- 
dence of the Bundesbank. But 
the key violation of indepen- 
dence happened five years ago. 
Monday’s rate cut was only an 
example — admittedly, the 
most dramatic so far - of the 
results of the exchange rate 
mechanism procedures intro- 
duced in 1987 (the so-called 
Basle-Nyborg Agreement), 
which require the Bundesbank 
to finance intervention that is 
in principle unlimited, to stop 
another currency from breach- 
ing its lower ERM limit By 
inflating the German money 
supply, such a requirement 


directly conflicts with the 
Bundesbank's statutory 
responsibility of safeguarding 
the D-Mark. 

Surely the lesson of Mon- 
day’s cut is that the Bundes- 
bank cannot be expected to 
operate in the face of such 
direct conflicts of interests. 
That is why the ERM has no 
choice but to go forwards - to 
EMU - to more frequent 
realignments; the present state 
of limbo is completely unsus- 
tainable. 

Jonathan Hoffman, 
director - economics. 

Credit Suisse First Boston, 

ZA Great Titchfield Street, 
London WlP 7AA 


Not a cause of sick buildings 


From Mr Charles E Rossiter. 

Sir, riwthwrina Milton, quotes 
from a conference paper by 
Alan Hedge and colleagues 
suggesting that man-made 
mineral fibres are a cause of 
riftk b uilding syndrome (“The 
answer might just be blowing 
In the wind”, September 8). I 
have serious reservations 
about the paper’s conclusions. 

The most serious concerns 
the sampling methodology for 
deter mining man-made min- 
eral fibre exposure, and the 
statistical methodology. I ques- 
tion the use of settled, rather 
than airborne, dust measure- 
ment I also believe the analyti- 
cal technique for assessing the 
fibre concentrations was such 
that the numbers of organic 
fibres were not measured. Yet 
the majority of airborne fibres 
are usually organic, from 
paper, carpets, furnishings, etc. 

The entire statistical conclu- 
sion of a significant effect of 
exposure to man-made mineral 
fibres is based on just one 
exceptionally high measure- 


ment of mily one office site. An 
alternative, proper statistical 
analysis shows no statistically 
significant association between 
sick building syndrome find- 
ings and the amount of settled 
man-made mineral fibre dust 
It can even be inferred from 
this study that aiek building 
syndrome findings may be 
caused by the cleaning policy 
In a particular office park. 

In brief, this paper provides 
no supportable information for 
or a gain** the suggestion that 
man-made mineral fibres 
released from ceding tiles can 
cause rick budding syndrome. 
The conclusion that the fibres 
can cause the syndrome con- 
flicts with a larger recent 
Health and Safety Executive 
study which did not implicate 
man-made mineral fibres. 
Charles Rossiter, 
emeritus professor of occupa- 
tional health. 

University of London, 

10 Mynchen Road, 

Knotty Green, 

Bmcmsfield, Bucks 3P9ZAS 


From Mr Bill Orchard. 

Sir, As the government 
struggles daily to maintain the 
existing parity of sterling 
against the D-Mark one may 
recall J M Keynes’s warning to 
the prime minister, Ramsay 
MacDonald, in August 1931 
when unemployment was 
approaching 3m and sterling 
was under pressure: 

“It is now nearly certain that 
we shall go off the «ri«ting par- 
ity at no distant date. When 
doubts as to the prosperity of a 


currency such as now exist 
about sterling have come into 
existence, the game is up.” 

In less than two months 
Britain left the Gold Standard 
and sterling depreciated 
quickly and sharply against 
the Goman mark. 

Will the present govern- 
ment’s resolve be allowed to 
last as long? 

Bill Orchard, 

Bolton. Business School 
Dame Road, 

Bolton BL3 SAB 


Body Shop environmental 
initiatives defended 


From Dr David Wheeler. 

Sir, the Body Shop simply 
cannot win. It was the first 
company to produce an inde- 
pendently verified environmen- 
tal statement in line with the 
proposed European Commu- 
nity eco-oudit regulation It is 
the only company to campaign 
publicly for mandatory com- 
prehensive environmental 
audits for industry. It is one of 
only a handful of companies 
genuinely trying to move from 
conventional principles of envi- 
ronmental management 
towards real sustainable devel- 
opment - recently announcing 
its intention to go energy 
self-sufficient using renewable 
sources only. 

And yet the Financial Times 
uses the Body Shop's recently 
published Green Book as a con- 
venient peg on which to hang 
some pretty obvious argu- 
ments about the need for inde- 
pendent, objective scrutiny of 
companies' environmental per- 
formance (“Style without sub- 
stance". September 16). Rather 
than homing in on any number 
of “green gloss" efforts which 
have been published by major 
companies in recent months, 
the Financial Times chooses 
one of the very few absolutely 


honest statements to make its 
case. 

This is a cheap shot, and one 
which does no credit either to 
the reputation of financial 
journalism or to the arguments 
which are being made. If the 
Financial Times had taken the 
trouble to consult those in the 
environmental profession or in 
environmental journalism who 
are familiar with the substance 
behind the Body Shop's 
environmental initiatives a dif- 
ferent story would have 
emerged. 

At the very moment when 
the UK government is prepar- 
ing fruther to dilute the Euro- 
pean eoo-audit regulation, the 
Financial Times has handed 
industry the perfect argument 
for avoiding mandatary audit- 
ing altogether. If the Body 
Shop, with its reputation and 
record, gets cheap commentary 
for producing independently 
vetted environmental state- 
ments, what hope is there for 
anyone else? 

David Wheeler, 

general manager, e nv ironment, 
health & safely. 

The Body Shop International, 
Watersmead Business Park. 
UtUehampbm, 

W Sussex BN17 6LS 
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President's disclosure could sway voters in French referendum 

Mitterrand plays down cancer 


By William Dawkins In Paris 

FRENCH President Francois 
Mitterrand is suffering from pros- 
tate cancer. His doctors said yes- 
terday it was not dangerous, but 
the announcement sparked fresh 
speculation about the 75-year-old 
president's political future. 

The Elysee palace said Mr Mit- 
terrand was in no danger and 
would be able to carry out his 
full presidential duties as normal 
Yesterday afternoon he left 
Cochin hospital in Paris, where 
he underwent surgery last week. 

Mr Mitterrand said he saw no 
reason to resign. “I don’t think 
that they gave me a lobatomy", 
he joked. 


He plans to vote in his former 
constituency. Chateau-Chinon in 
central France, in Sunday's refer- 
endum on European monetary 
and political union. 

Political commentators specu- 
lated that Mr Mitterrand’s condi- 
tion might attract a sympathy 
vote in the closely-balanced 
weekend poll. However, it could 
also increase pressure on Mr Mit- 
terrand to retire before his seven- 
year term ends in May 1995. 

The medical bulletin sent 
equity prices on the Paris stock 
market down L7 per cent by mid- 
morning, but shares recovered to 
end the day up 1.29 per cent 
when it became clear that Mr 
Mitterrand was in no danger. 


The president's decision to 
broadcast the details of his condi- 
tion contrasts with the secrecy 
surrounding former President 
Georges Pompidou, whose staff 
revealed that he had cancer only 
a few days before he died in 
Office in 1974, 

Mr Michel Camdessus, manag- 
ing director of the International 
Monetary Fund, yesterday 
appealed to French citizens to 
vote Yes on the Maastricht treaty 
out of economic self interest “It 
is difficult to imagine bow the 
French can abandon the advan- 
tages [of monetary union] when 
they have already paid the price 
for it in terms of budgetary and 
monetary rigour”, he said in an 


interview to be published in 
today's Les Echos. 

Several Parisian bank and 
security house economists 
warned that a No vote would cre- 
ate heavy* pressure on the franc 
and force up interest rates. 

Intense campaigning continued 
across France yesterday as politi- 
cians appealed to the large num- 
ber of undecided voters - 29 per 
cent according to recent polls - 
who could swing the balance. 
Opinion polls showed a small 
majority in favour of the treaty, 
within their own statistical mar- 
gin of error, in samples taken 
over the weekend. 

France and Maastricht. Page 3 
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Crisis point: Norman Lamont, UK chancellor of the exchequer, arriving yesterday for an 
emergency meeting as the threat of devaluation appeared to grow Photograph: Colin Beere 


£ suspended 
from ERM 

Continued from Page l 

still on its summer recess, will be 
recalled next Thursday to discuss 
the sterling crisis. The cabinet 
will decide today whether the 
recall will be for one day or more. 

On the London stock market, 
once traders concluded devalua- 
tion was inevitable, the FT-SE 
100 recovered from a 78-point loss 
to close 8 & up at 2.378.3. 

In his statement. Mr Lamont 
said; Today has been an 
extremely difficult and turbulent 
day. Massive financial flows have 
continued to disrupt the function- 
ing of the exchange rate mecha- 
nism. As chairman of the council 
of European finance ministers l 
have called a meeting of the mon- 
etary committee in Brussels 
urgently tonight to consider how 
stability can be restored to for- 
eign exchange markets. 

"In the meantime, the govern- 
ment has concluded that 
Britain's best interests are served 
by suspending our membership 
of the exchange rate mechanism. 
As a result, the second of the two 
interest rate increases that l 
sanctioned today will not take 
place tomorrow. The minimum 
lending rate will be at 12 per cent 
until conditions become calm er. 

“I wall be reporting to cabinet, 
discussing the situation with col- 
leagues tomorrow and may make 
further statements then, but 
until then I have nothing further 
to say." 


UK business fears another blow 


By Our Industrial and 
Financial Staff 

LEADING British industrialists 
reacted with dismay to yester- 
day’s rise in interest rates and 
expressed fears that if it turned 
out to be more than a temporary 
measure it would deal a further 
blow to consumer demand and 
deepen the recession. 

Before last night's suspension 
of sterling within the European 
exchange rate mechanism and 
the cancellation of the second - 
3-point - rise yesterday in inter- 
est rates, most reluctantly 
accepted that the government 
had had little choice but to act as 
it did. “We need 15 per cent inter- 
est rates like we need a hole in 
the head,” said Sir Michael 
Angus, president of the Confeder- 
ation of British industry. “But if 
it is a choice between that and 
devaluation, then I suppose it 
will have to be”. 

Some businessmen had feared 
continued pressure on sterling 
could make devaluation inevita- 
ble. A small minority, led by Sir 
Owen Green, chairman of BTR. 


the industrial conglomerate, 
argued that sterling should be 
taken out of the BRM entirely. 

“These are war conditions. We 
have to know what we are fight- 
ing for. Is it a British pound or a 
D-Mark pound?” Sir Owen said. 
“If we start to devalue, all the 
precedents say we don't know 
what the rate should be. ff we 
float, we know what the real 
value is for the British pound and 
call up the troops”. 

For most businesses, however, 
the most pressing concern was 
the outlook for demandL Some 
industry spokesmen argued that, 
almost regardless of what hap- 
pened next, yesterday's events 
had inflicted a devastating blow 
to consumer demand. 

“People will no longer be buy- 
ing as of now. They will be 
stopped in their tracks”, said Mr 
Neil Marshall, economist at the 
Retail Motor Industry Federation. 
He also warned that another 
round of business bankruptcies 
was inevitable. 

Others argued that much 
would depend on bow long inter- 
est rates remained at crisis lev- 


els. and whether they were 
passed through into mortgage 
rates. Several believed that it 
would be politically and economi- 
cally impossible for the govern- 
ment hold current interest rates 
for more than a few weeks. 

Several companies yesterday 
called on the government to take 
steps to revive the economy; Mi- 
lan McAllister, chairman of Ford 
of Britain, said action was needed 
to help the construction industry. 

Mortgage lenders were aghast 
at the prospect of an unprece- 
dentedly sharp increase in inter- 
est rates, but said the market 
was in such disarray that no deci- 
sion about a new rate could be 
taken before next week. 

There were widespread fears, 
however; that any tentative 
recovery in the housing market 
had been killed. 

Mr Andrew Longhurst, chief 
executive of Cheltenham & 
Gloucester, the sixth largest 
building society, summed up the 
general view; “There is such tur- 
moil going on that we cannot 
take any sensible view about the 
short, medium or longer term. 


This is potentially bad news for 
borrowers but when and to what 
extent one cannot yet foresee”. 

The rise in interest rates is 
especially painful for lenders 
since It comes at the lowest point 
in the fortunes of the housing 
market “The mortgage market 
has been virtually dead all this 
month even before this,” said the 
chief executive of one of the five 
largest building societies. 

Mr Michael Jones, president of 
the National Association of 
Estate Agents, said the increases 
would kill stone dead an already 
faltering housing market. Mr 
David O’Brien, chief executive of 
National & Provincial, the sev- 
enth largest building society, said 
repossessions could rise dramat- 
ically if rates rose further. 

If these borrowers are evicted, 
the market could be even further 
depressed by a flood of repos- 
sessed houses. The Association of 
British Insurers said that wide- 
spread increases in mortgage 
rates could mean that insurance 
companies which have provided 
mortgage indemnity policies 
could face further huge losses. 


German interest rate deal Europe’s market turmoil 


Continued from Page l 

sticking to its principle that 
realignments are still a policy 
option, since we do not have per- 
manently fixed rates.” 

Mr Dieter Vogel, the German 
government spokesman, rejected 
speculation of further realign- 
ment, saying he was not aware 
of any other EC government con- 
sidering such a solution. 

Mr Ernst Moritz Lipp, chief 
economist at Dresdner Bank, 
said a further EMS realignment 
could be expected this week, 
with a further German rate cut 
Mr Remsperger said it might 
be best If European currencies 


floated against each other. 

Speculation continued to rage 
about an interview given by Mr 
Schlesinger to Handelsblatt, the 
German business newspaper. 

A summary published yester- 
day, suggesting that he thought 
a more comprehensive realign- 
ment would have reduced pres- 
sures in the market more suc- 
cessfully and that further 
currencies would come under 
pressure, was denounced by the 
bank as “unauthorised”. 

A spokesman said that Mr 
Schlesinger had neither said it 
nor intended to say it. “The 
words were put to him. and he 
did not answer them.” 


Continued from Page 1 

climbed towards 30 per cent. The 
stock market however, rallied on 
expectations of an imminent 
devaluation of sterling and pros- 
pects for German interest rate 
cuts. In New York trading, the 
pound was quoted below DM2.73. 
compared with its official floor of 
DM2.7780. 

• In Stockholm, the Swedish 
central bank raised marginal 
lending rates to banks from 75 
per cent to 500 per cent in a bid 
to squeeze out speculators 
a g ains t the krona. The krona is 
outside the ERM. but tied to the 
European currency unit. 


• In Rome, the government was 
in meetings with the Bank of 
Italy, as the lira fell through its 
permitted floor against the 
D-Mark. 

• in Madrid, economic policy- 
makers expected a sharp rise in 
interest rates from 13 per cent 

• Efforts to ease the pressure 
were seen in countries with the 
strong ERM currencies. In Frank- 
furt, the Bundesbank intervened 
in the money markets to nudge 
domestic interest rates lower, 
and rumours circulated that a 
further move was likely today. 
Belgium and the Netherlands 
announced one-quarter cuts In 
interest rates. 


World 
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THE LEX COLUMN 


Day of reckoning 


It was clear yesterday that the equity 
market was starting to discount a 
devaluation, and the government duly 
obliged. Higher share prices only 
made sense in a context in which the 
interest rate rise was not sustained, 
and sterling took it on the chin. Once 
the initial two point rise had clearly 
foiled to calm sterling, the equity mar- 
ket was quick to see that a further 
increase was not a tenable solution 
unless the government intended to 
engineer a slump. After £9bn had been 
spent in intervention yesterday atone, 
a more radical solution was inevitable. 

The trouble is that a modest devalu- 
ation after a period of suspension in 
the EMS - of, say, up to 10 per cent - 
will on its own hardly be enough to 
allow base rates to return to earlier 
levels. The risk will be of ending up 
with the worst of both worlds in 
which the government’s anti-inflation 
strategy has been undermined and 
there is still no prospect of real recov- 
ery. 

Equities would be a buy if the gov- 
ernment’s decision last night had left 
interest rates much lower, with a 
promise to allow sterling to find its 
own leveL If financial markets had 
expected that yesterday, they would 
have been selling gilts hand over fist 
Instead the assumption was that the 
Bundesbank would weigh in, this time 
with a more substantial Interest cut 

To do so could yet make sense in the 
context of its domestic policy. The 
Bundesbank can scarcely relish the 
thought of German money supply 
being swollen by further costly inter 
ventiotL But its willingness to reduce 
rates will almost certainly also depend 
on the size of any ultimate realign- 
ment and how many currencies are 
involved. The irony is that the more 
its partners devalue, the harder it will 
be for Germany to generate export-led 
growth. As the German slowdown 
gathers pace, fickle currency dealers 
could easily desert the D-Mark for the 
safer haven of the US dollar. 

UK gilts 

Given the constant pressure on ster- 
ling yesterday, the resilience of the 
gilt market was a little surprising. 
True, the yield spread which long gilts 
offer over German government bonds 
bad already moved out from some 150 
basis points to around 200, offering a 
little support to international buyers 
of gilts. If they stopped to think of it, 
traders might have observed that 
intervening to buy several billion 
pounds a day helps reduce the govern- 


FT-SE Index: 2378.3 (+8.3} 


Real mortgage rate 

Mortgage rate minus annual % change 
in house prices - 
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ment’s funding requirement, and so 
cuts the prospective supply of gilts. 
Perhaps there was even a slight expec- 
tation that the chancellor would avoid 
a devaluation, in which case with 
double-digit real interest rates crush- 
ing inflation, gilts would be an out- 
standing buy. 

None of this can disguise the longer 
term problems which beset the mar- 
ket. However tough this autumn's 
public spending round, the weakness 
of the economy means that the PSBR 
may be around £40bn next year, and is 
unlikely to fail quickly thereafter. 
That is not a happy position for gilts 
given the persistent weakness of ster- 
ling and the hope that foreign inves- 
tors will help fond the deficit High 
domestic savings may finance gilt 
sales until the economy turns, but 
other funds will eventually be needed. 
And while there is no rigid link 
between gilt supply and yields, heavy 
issuance is hardly a bull point for the 
market 

Builders/property 

Hard as the blow finall y feu, the 
stock market was at least partly 
braced for a sudden interest rate rise. 
Those investors who were betting that 
the move hastened a sterling devalua- 
tion - and who were tentatively buy- 
ing building stocks yesterday on the 
hack of it - might ponder the dazed 
state of most homeowners and pro- 
spective housebuyers as they digested 
the news last night Confidence in the 
housing market was already fragile. 
Unless interest policy is wholly 
reversed, housing transactions in the 
next six months could completely dry 
up. Volume housebuilders, after all. 


were already starting to panic with 
the main selling season behind them: 
imagine the price deals they would 
have to cook up to meet their year cud 
targets if rates were not to fall again 

If the blow to confidence has made 
the short term outlook even bleaker 
than before, there can be no guarantee 
that a different exchange rate policy 
would offer sure relief in the medium 
terra. There remains a structural prob- 
lem in the property market. On the 
demand side, individuals and compa- 
nies are weighed down by debts accu- 
mulated in the heady days of asset 
inflation in the late 1980s. On the sup- 
ply side, house repossessions may be 
flattening out. bat the number of 
buflding society customers in arrears 
of more than 6 and 12 months has 
been rising ominously. 

Much the same sort of shadow over- 
hangs the commercial property mar- 
ket. where hopes arc no doubt pinned 
on a resurgence of inflation. Property 
was much in vogue as a hedge-in the 
second half of the 1970s, but it is 
worth remembering that in those days 
UK investors were shackled by 
exchange controls and there was 
nowhere else to go. 

Racal 

A visitor from Mars might wonder 
what was the point of the Racal/Chubb 
demerger. Given that Racal expects 
both the separated companies to trade 
on a similar rating, the deal will not 
unleash the value of a wikUy . under- 
valued asset. Indeed, the inevitable 
duplication of some head office, func- 
tions means that separation may not 
release any value at all. It may have 
been that when the plan was origi- 
nally hatched Chubb’s assets were 
undervalued, but Racal shares have 
risen since then, reflecting better man- 
agement of Chubb and the prospects 
for Racal 's recovery. The deal, and its 
associated costs, is in the price. 

But since the company is set on its 
course, investors must assess the com- 
panies separately. Both have managed 
improvements in cash flow through 
control of working capital, but there 
are worries about how hard Racal can 
squeeze, and the stronger company is 
clearly Chubb. In the longer term, 
Racal. Electronics’ dependence on 
defence and tow-margin communica- 
tions business is also likely to depress 
its rating. Chubb may no longer be the 
target for cheap acquisition specialists 
that it was, but It is still attractive. 
Investors must be tempted to take the 
Chubb share and run. 
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Tokyo to lose five 
foreign listings 

Five International companies, including Gen- 
eral Motors, Philips Electronics and News Cor- 
poration, formally applied for delisting from the 
Tokyo Stock Exchange yesterday. The five 
companies said a Tokyo listing was too costly 
to maintain and trading in their shares has 
fallen over the past two years. Page 22 


Federal Express falls 29% 



Federal Express, the largest overnight delivery 
company, reported a 29 per cent profits fall in 
its first quarter. In the three months to end-Au- 
gust, Federal Express made $ 12.25m after tax, 
compared with S17J2m a year earlier. Page 23 

Shock for Alcoa in CIS 

Environmental conditions In aluminium smelt- 
ers in the Commonwealth of Independent 
States were so bad that the average life expec- 
tancy of its workforce was only 47 years, said 
Mr Paul. O'Neill, Alcoa's chairman yesterday. 
"There is no way we could be part of that," he 
said. An Alcoa team was also impressed by 
the level of education throughout the CIS 
smelter workforces. Page 32 

Currency mayhem hits turnover 

There was an overall 24 per cent fall in turn- 
over in European markets during August, but 
that masks the fact that trading was at times 
extremely volatile, and that rising mayhem in 
currencies reflected itself In equity markets. 
Back Page 

Bluebird back in the black 



>ys, 

the Jumbo Fun Plane (above), relumed to the 
black- with pretax profits of £ 234,000 ($430,000) 
in tine six months to June 30. Page 27 

Bata takes a toehold 

Bata, the large shoe producer and retailer, is 
returning to Poland fa establish a network of 
retail, sales outlets. Bata Is the first western 
"high street" retailer to come to Poland, which 
has nearly 40m consumers. Page 22 
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Lufthansa may bid for Continental 


By Paul Betts In London, 

David Waller In Frankfurt, 

Marlin Dickson and Ntkkl Taft 
In New York 

THE NORTH Atlantic battle 
between the big European and 
US carriers was stepped up yes- 
terday with the announcement 
that Lufthansa, the German 
national carrier, had filed a pro- 
posal to acquire a majority stake 
in Continental Airlines, the bank- 
rupt US airline. 

The proposal, which is being 
made jointly with Mr Marvin 
Davis, the Californian financier. 


envisages that Lufthansa/Davis 
would Invest SlOOm cash lor a 
majority stake in Continental as 
part of the airline's plan to reor- 
ganise and move out of bank- 
ruptcy. 

The investors would also 
arrange for the placement of 
$300m of debt securities In the US 
carrier - giving Continental an 
overall 8400m capital injection. 
Continental creditors, mean- 
while, would be offered a minor- 
ity interest in the airline. 

The Lufthansa proposal is the 
latest in a series of proposed 
deals designed to forge links 


between troubled US carriers and 
European airlines. 

Northwest Airlines and KLM 
are seeking to integrate their 
operations, while British Airways 
wants to invest $750m for a 44 per 
cent stake in USAir - a deal 
fiercely opposed by the big US 
carriers. In both cases, a decision 
by the US Department of Trans- 
portation is pending. 

Yesterday, Mr Andrew Card, 
the US Transportation Secretary, 
said that approval for British Air- 
ways' proposed investment in 
USAir could be affected by the 
bilateral aviation arrangements 


between the two countries. The 
current bilateral agreement was 
restrictive, and the “very antithe- 
sis" of the recant “open skies” 
agreement signed with the Dutch 
government, he said. 

Lufthansa said the Continental 
move was part of its strategy to 
strengthen Us transatlantic ser- 
vices by forging an alliance with 
a US partner. Lufthansa now 
operates 100 weekly connections 
from Germany to 12 US destina- 
tions. 

Although Lufthansa is restruct- 
uring to stem heavy operating 
losses, it said: “We must not for- 


get ovur strategy just because of 
our financial position.” 

Mr Jurgen Weber, chairman, 
expects the airline's operating 
loss to rise to DMlJlbn ($8Q0m) 
this year from a loss of DMSOOm 
last year. 

Texas-based Continental Air- 
lines, the fifth largest US carrier, 
is considering three other bid 
proposals. 

Yesterday's submission should 
allow Lufthansa and Mr Davis 
access to more information about 
Continental so they could decide 
whether to proceed further. 

BA’s global ambitions. Page 18 


Body Shop shares fall 40% on profit warning 


By John Thornhill In London 

ANITA and Gordon Roddick, the founders 
of Body Shop International, yesterday 
saw the value of their personal sharehold- 
ing fall by £56m (SI 10m) as the natural 
cosmetic company’s shares dropped 40 per 
cent following a profits warning. 

The company, which until now had 
been one of the few UK retailers to have 
defied the recession, said lower than 
expected UK sales since June would hit 
profits for the six months to end-August 

Although international trading profits 
had increased substantially, Body Shop 


forecast that group pre-tax profits would 
foil to “not less than £8m" compared with 
the £9.im achieved the year before. The 
interim dividend would remain 
unchanged at 0.68p, the company said. 

The London stock market reacted sav- 
agely whittling away the company’s pre- 
mium rating and marking Body Shop’s 
shares down I08p to 158p. 

Mr Gordon Roddick, Body Shop's chair- 
man, said: “I think It is a huge over-reac- 
tion. If you look at our underlying busi- 
ness there is nothing strange. There Is 
nothing odd. going on with borrowings or 
capital expenditure or anything else.” 


- Mr Roddick said UK profits had been 
affected by the continuing recession, a 
dispute with one of the company’s fran- 
chisees which had led to the temporary 
closure of six profitable stores, and the 
expenses associated with the relocation of 
its Cos-Tec manufacturing subsidiary. 

But he added that the recession could 
well last longer than anyone had previ- 
ously expected. 

Analysts suggested Body Shop’s UK 
same-store sales had declined 3 per cent to 
5 per cent during the past three months. 
One speculated “some of Body Shop’s 
unique appeal may also have been dilated 


recently by the bigger retailers becoming 
more environmentally -friendly and the 
fact that its products are not cheap”. 

Boots has had success with its own-la- 
bel range of Natural Collection products 
and supermarket groups, such as J. Sains- 
bury, Tesco and Safeway, have also ear- 
marked the personal care sector for 
growth. Mr Roddick dismissed such sug- 
gestions as “absolute rubbish”. “You only 
have to look at the customers In Boots to 
know that they are not the same as ours.” 

The company will release its interim 
figures in mid-October. 

Market report. Page 33 


Roddicks in a tough environment 


John Thornhill analyses why the 
‘pinstriped dinosaurs’ of the City 
took the shine off the shares in the 
quirky natural cosmetics group 


B ody Shop International 
has always had a highly 
ambivalent attitude 
towards the pleasures and pains 
of being a public company. 

The qubky natural cosmetics 
group, which was first floated on 
the UK’s Unlisted Securities Mar- 
ket eight years ago, has conspicu- 
ously enjoyed the glory of having 
one of the highest ratings in the 
retail sector. 

But this has never stopped Mrs 
Anita Roddick, the group's 
founder and managing director, 
from professing that finance 
“bored the pants off her” and 
periodically denouncing the “pin- 
striped dinosaurs in Throg- 
morton Street" for their short- 
sighted obsession with profits 
above people. 

Yesterday, however, the dino- 
saurs bit back with a vengeance. 
The announcement that Body 
Shop's interim profits were likely 
to foil by 12 per cent to not less 
than £8m ($15 uQ drove the com- 
pany’s shares down 41 per cent to 
close at 158p. 


Body Shop 


One retail analyst predicted 
Body Shop’s share price would 
continue to be unstable for some 
weeks ahead as US investors, 
who had been big backers of the 
stock, were likely to dump it in 
disillusionment 

But others argued the sharp 
reappraisal of Body Shop’s share 
rating - although appearing 
highly alarming - was little 
more than a natural readjust- 
ment to realistic expectations. 

According to the forecasts of 
the Nomura Research Institute, 
Body Shop was trading on a high 
prospective multiple of 26 before 
yesterday's foil and a more realis- 
tic 19 after it, close to the stores 
sector's rating. 

Body Shop was floated in 1984 
at a time when “the City was 
positively orgasmic about the 
whole niche-market concept", 
according to Mrs Roddick. The 
share price, allowing for share 
splits, rose from just over 5p in 
1984 to 370p this February. 

The seemingly ubiquitous Mrs 
Roddick energetically projected 
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the image of an environmentally 
concerned company selling jolly 
good soaps and peppermint foot 
lotions. 

But below the surface, Body 
Shop created a relatively solid 
management team which avoided 
many of the financial excesses 
that characterised its more reck- 
less rivals. 

A group of professional manag- 
ers - many of them drawn from 
the ranks of the big multi-nation- 
als which the company publicly 
professed so much to disdain - 
ensured that Body Shop was able 
to show greater staying power 
than other niche retailers in 
tough times. 

In the last financial year to 
February, Body Shop pre-tax 
profits rose 26 per cent to £25 .2m 
when most other UK retailers 
were bleeding badly. By the year- 
end Body Shop had built up a 
network of 727 stores in 41 coun- 
tries and continued to open 
stores at a rate of one every 2V» 
days. 

Body Shop was able to expand 
so fast largely by means of fran- 
chising. This enabled the com- 
pany to open outlets without 
incurring huge capital commit- 
ments - although gearing stood 
at 43 per cent at the end of last 
year. 

But the obverse side of expand- 
ing by franchising became pain- 
fully apparent earlier this year 
when Body Shop had to resort to 
the law courts to regain control 
of six UK branches which it 
alleged had fallen into a “deplor- 
able condition”. The disruption 
to sales was one of the reasons 
the company cited yesterday for 
its likely profits falL 


There are worries over Body 
Shop's pricing policy and the 
growing power of rival retailers 
in the company's core markets. 
But it Is almost certainly too 
early for the City dinosaurs to 
begin writing the Roddicks' epi- 
taph as they have done for the 
founders of so many other 1980s 
retail glamour stocks such as 
Sock Shop and Tie Rack. 

The volatile relationship 
between company and City is 


likely to continue. A taste of the 
mood to come was perhaps 
expressed by one City analyst 
who said the profits' foil was lit- 
tle surprise to him because the 
company had refused to return 
his phone calls for a month - 
“no doubt because they were 
communing with their karma”. 

“But," he added somewhat cru- 
elly. “it now appears their dogma 
has been run over by their 
karma." 


Gota 
suspends 
payments 
on debt 

By Sara Webb in Stockholm 

GOTA, the Swedish holding 
company which owns Gota Bank. 
Sweden’s fourth largest commer- 
cial bank, said yesterday it bad 
suspended all payments to credi- 
tors because of funding prob- 
lems. 

Gota's liabilities amount to 
about SKr3JSbn (3832m), includ- 
ing short-term and medium-term 
borrowings from domestic indus- 
trial, institutional and private 
investors. The holding company 
said it would begin negotiations 
with investors today to see 
whether it can repay part of the 
debt 

The activities of Gota’s subsid- 
iary - Gota Bank - are not 
affected by yesterday’s an- 
nouncement. 

Gota Bank last week 
announced a dramatic deteriora- 
tion in its financial situation, 
warning that credit losses for 
1992 would reach SKrSbn - or 
double its earlier projections. 

The bank said It would run up 
an operating loss of between 
SKrSbn and SKr4bn this year. 
Sweden’s centre-right govern- 
ment promised to support Gota 
Bank saying it would take the 
necessary steps to ensure the sta- 
bility of the Swedish financial 
system. 

The government yesterday 
repeated its pledge to guarantee 
Gota Bank's commitments to pri- 
vate Individuals, businesses and 
all other creditors and counter- 
parties. 

These liabilities are estimated 
to amount to between SKrfflflm 
and SKrTObn. 

The Riksbank, Sweden's cen- 
tral bank, said yesterday it 
would continue normal deallng K 
with Gota Bank on both the 
interbank and securities mar- 
kets. adding that it “intends to 
give _ Gota Bank access- Ao- the 
liquidity it requires”. 

However, the government has 
said it will not guarantee the 
obligations of Gota, the hold- 
ing company which owns Gota 
Bank. 

Mr Per Lundberg, managing 
director of Gota Bank, said the 
holding company had borrow- 
ings of about SKr3_5bn, of which 
SKrlbn was in commercial paper 
certificates and the remainder in 
loans and subordinated debt 

Most of the funds came from 
Swedish companies, municipali- 
ties and individual investors. 

The government is discussing 
plans to save Gota Bank' with 
Trygg Hansa SPP and Gota 
Bank's management and expects 
a solution in a few weeks. 


GPA defers purchase of 154 Boeings 

By Roland Rudd in London 


GPA Group, the aircraft leasing 
company, has agreed in principle 
with Boeing to defer delivery of 
up to 154 aircraft worth $5bn for 
up to three years. 

The agreement, which still has 
to be finalised, would give the 
group an Important breathing 
space in the aftermath of its 
aborted 3800m flotation. 

Mr Jim King. GPA's vice chair- 
man, said the agreement was 
subject to a number of conditions 
which include completion of the 
group’s equity raising plans. It 
has recently unveiled a plan to 
raise S350m in a convertible pref- 
erence share issue. 

GPA has also reached agree- 
ments in principle with aircraft 
manufacturers to receive $650m 
from them over the next 18 
months. The funding would be In 


the form of loans to help the 
group lease aircraft in difficult 
new markets and the return to 
GPA of some pre-delivery pay- 
ments for aircraft it had ordered. 

The tentative agreement with 
Boeing should help reassure 
investors. However, it is clear 
from yesterday's announcement 
that Boeing expects GPA's exist- 
ing shareholders to show their 
support for the group first. 

GPA said the agreements were 
dependent on each other and 
Boeing and its institutional 
shareholders wanted to be sure 
both sides were being supportive. 
If the deal goes ahead GPA's firm 
orders will be cut by $L5bn in 
both 1993 and 1994. It has agreed 
to buy 5l2bn of aircraft by the 
end of the decade. 

The importance of the deal for 
GPA Is underlined by the fact 
that GPA would not have to can- 


cel orders. Cancellation would 
result in it losing its 3353.8m of 
aircraft pre-delivery payments. 
Boeing would not comment on 
whether the group would pay a 
penalty for the deferral. 

GPA is currently locked in 
negotiations with other aircraft 
manufacturers, including Airbus. 
Boeing and McDonnell Douglas, 
to reach similar agreements. 

Mr King said the deal was 
ghrwvs at countering the negative 
perception of the scale of GPA’s 
financing and marketing chal- 
lenge. “This will ensure that our 
firm commitments are appropri- 
ate to our available capital and 
our view of market demand." 

Boeing said the agreement 
would not have any effect on its 
production rates. It had already 
announced it was reducing 
monthly production of its 737 air- 
craft from 21 to 14 this autumn. 
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Bata becomes first western 
high street retailer in Poland 


By Christopher Boblnski 
In Warsaw 

BATA, one of tbe world’s 
largest shoe producers and 
retailers, is returning to 
Poland to establish a network 
of retail sales outlets. The 
move follows the company’s 
return last year to Czechoslo- 
vakia, where it was founded in 
im 

Bata is planning to open 
some 30 shops in Poland over 
the next few years and intends 
to purchase some stock from 
the country's depressed shoe 
industry. This year Bata has 
already opened 40 shops in 
Czechoslovakia and bought one 
medium-sized shoe producer. 


Bata is the first western 
"high street" retailer to come 
to Poland, where trade remains 
largely in the hands of small 
private companies, catering for 
the country’s nearly 40m 
consumers. 

The Bata Shoe Organisation 
- the holding company for the 
group, which has its headquar- 
ters in Toronto - will operate 
in Poland through Compar 
Bata, its Italian subsidiary, In 
a joint venture with Intercam, 
a privately-owned Polish 
company. 

Intercam, founded In 1988, is 
also involved in joint ventures 
with DHL, the international 
freight forwarding group, and 
Ogilvy Mather, the interna- 


tional advertising company. 

Bata was nationalised by the 
Communist Czechoslovak gov- 
ernment after the second world 
war. The company had 300 
shops in Poland and owned 
two factories on what is now 
Polish territory. 

Mr Thomas G Bata, the com- 
pany's managing director, says 
it will not be applying for their 
restitution, nor does be have 
any immediate plans for 
the purchase of existing 

plants. 

Shoe output in Poland has 
slumped from 98.2m pairs in 
1990 to 66.9m pairs in 1991. The 
decline is continuing this year 
with a further 28.6 per cent 
drop in output. 


Groupe Bruxelles Lambert will not 
block Dutch bid for BBL stake 


By Andrew Hill In Brussels 

GROUPE Bruxelles Lambert 
(GBL), the Belgian holding 
company, said yesterday it 
would not block the purchase 
of a 6.72 per cent stake in 
Banque Bruxelles Lambert 
(BBL) by Internationale Neder- 
landen Groep (IMG), the Dutch 
banking and insurance group. 

ING announced a week ago it 
wanted to buy the stake from 
Unipar and SBH Investments 
of Italy as a first step towards 
a full BFr63.6bn CS2.07bn) bid 
for BBL, Belgium's second 
largest bank. 

Mr Jacques Thierry, BBL’s 
chairman, yesterday voiced the 
strong support of the bank's 
management for a deal. He 


said four s malle r shareholders 
had already renounced their 
right to buy. Banque Interna- 
tional e a Luxembourg (BIL) - 
which owns 5.7 per cent of BBL 
and Is widely held to be a GBL 
ally - has indicated it, too, is 
likely to sell out if ING makes 
an offer. He told shareholders 
at a special meeting, set up 
before last week's announce- 
ment, that a merger would 
transform BBL into “a bank 
with a European vocation”. 

GBL owns a direct stake in 
BBL of 13 per cent and indi- 
rectly controls a further II per 
cent The group is also head of 
a BBL shareholder syndicate. 
However, it told the bank's 
directors yesterday that it 
would not exercise its priority 


right to buy the Italian stake. 

GBL was never likely to step 
in at this stage, because an 
increase in its own stake would 
trigger a full bid. But GBL 
directors indicated that the 
suggested offer price of 
BFr3,600 is too low and GBL 
delegates on the BBL board 
could still oppose the offer. 

Mr Theo Peeters, BBL's pres- 
ident, said the decision meant 
ING might be able to launch its 
hid as early as October 10. 
Shareholders in the syndicate 
must first decide whether to 
buy the Italian-owned shares. 
ING, which already owns 10 
per cent of the Belgian bank, 
has also made its offer condi- 
tional on an examination of the 
BBL accounts. 


Racal details terms of Chubb demerger 


By Richard Gouriay in London 

RACAL Electronics yesterday 
announced the terms of the 
demerger of Chubb, its 
security subsidiary, which will 
complete an unbundling of the 
group by its chairman. 
Sir Ernest Harrison, which 
began with the flotation of 
Vodafone. 

Chubb’s shares and Racal's 
shares, after 3 one-for-five 
share consolidation, will begin 
trading officially an October 5 


if shareholders approve. 

Sir Ernest said the demerger 
continued the process of gain- 
ing “appropriate stock market 
recognition for the component 
businesses” within Racal. 

While the unbundling of 
Vodafone benefited Racal 
shareholders - their SO per 
cent of Vodafone is now worth 
about £2_3bn ($4Jbn) and Racal 
has a market capitalisation of 
more than £900m - the merits 
of demerging Chubb are less 
immediately obvious. 


Sir Ernest said yesterday his 
advisers expected little differ- 
ence in market ratings of 
Chubb and Racal after the 
demerger. The added value 
would come from benefits from 
standing alone and from a pre- 
mium that would develop as a 
result of bid speculation. 

“There will be two bid premi- 
ums instead of one," said Mr 
David Elsbury. chief executive 
of Racal Electronics. 

Lex, Page 20; Details, Page 26 


Belgian 
metals 
group back 
in profit 

By Andrew Hill in Brussels 

DRASTIC restructuring of 
Union Miniere's operations 
has helped the Belgian non- 
ferrous metals group back into 
profit for the first half of 1992. 

But a BFrlbn (S34m) 
extraordinary loss on the sale 
of the group's stake in Hessen- 
atie, its freight handling sub- 
sidiary, dragged the overall 
interim result into the red. 

The group, 82 pm cent of 
which is owned by the holding 
company Society General? de 
Belgique, made a profit of 
BFr416m before tax and 
extraordinary items, compared 
with a loss of BFrl.32bn in the 
six months to June 30 1991. 

The company forecast that it 
would break even for the full 
year, assuming there was no 
farther deterioration in the 
economic situation. 

Operating profit rose from 
BFr4m to BFrS94m in the first 
half. The company attributed 
this increase to the BFr2.4hn 
rationalisation programme 
announced last December, and 
increases in margins on some 
raw materials. 

After tax and extraordinary 
charges of BFrl.49bn, the 
group share of first-half losses 
was BFrl.39bn, compared with 
losses of BFri.33bn last year. 

Turnover rose from 
BFr59J5bn to BFrS6bn in the 
first six months of the year. 


Schindler lifts 
revenues 6.6% 

SCHINDLER, the Swiss 
elevator and rolling stock 
group, said Its consolidated 
revenues rose 6.6 per cent in 
the first half to SFr2.lbn, 
($1.68bn) and forecast that net 
profit for the full year would 
be the same or only slightly 
higher than last year's 
depressed SFr87.3m, writes lan 
Rodger. 

Sales of elevators and escala- 
tors rose 7.7 per cent to 
SFrl.9bn while sales of rolling 
stock declined 7.4 per cent to 
SFrl38m. The group's order 
backlog at June 30 remained 
at SFrS.Ibn, unchanged from 
the end of last year. 


Tokyo to lose five international listings 


By Robert Thomson in Tokyo 

THE Tokyo Stock Exchange 
iTSE) suffered a serious loss of 
face yesterday when five inter- 
national companies, including 
General Motors. Philips Elec- 
tronics and News Corporation, 
formally applied for delisting 
from the e xc hange. 

Each of the five companies 
said a Tokyo listing was too 
costly to maintain, and com- 
plained that trading in their 
shares, and those of most for- 
eign companies, has fallen over 
the past two years. 

The announcements by GM. 
Philips, News Corp. Avon Prod- 
ucts, the US cosmetics and toi- 
letries manufacturer, and FPL 
Group, the Florida-based util- 
ity, dismayed TSE officials, 
who hoped more foreign com- 
panies would consider a Tokyo 
listing to be necessary to their 
international profile. 

“It's very disappointing. We 
are not sure whether other for- 
eign companies will delist. We 
know that some new compa- 
nies are interested in listing,” 
said Mr Tsutomu Hirabayashi, 
director of the TSE‘s office of 
listing supervision. 

The TSE fears that the delist- 
ing of such high profile compa- 
nies will prompt some of the 
other 119 listed foreign compa- 
nies to withdraw. Japanese 
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brokers said they were aware 
of several companies consider- 
ing an application. 

GM criticised the cost of 
maintaining a Tokyo presence, 
and said the delisting, to take 
effect at the end of this year, 
was part of a cost-cutting cam- 
paign and “a result of the very 
low interest in GM stock” in 
Tokyo. 

“The extraordinary adminis- 
trative burdens and costs asso- 
ciated with the TSE listing are 
due primarily to the unique 
form of reports to be filed 
under Japanese law and the 
necessity for preparation of 


annual reports, quarterly 
reports and proxy material." 
GM said. 

Mr Paul Mandry. assistant 
general counsel for Avon, said 
the annual cost of the Tokyo 
listing was about $166,000, 
tho ugh the initial annual cost 
to the company had been 
nearer $500,000. 

“This decision is one of a 
number of cost-cutting mea- 
sures that Avon has imple- 
mented,' 1 he said. Avon also 
had no plans to raise funds in 
Tokyo in the near future and 
did not expect its trading vol- 
ume to rise. 


Several of the companies 
complained of the costs 
involved in translating docu- 
ments into Japan*® and pres- 
enting reports according to 
Japanese Ministry of Finance 
specifications, even though 
their local disclosure require- 
ments are more stringent 

However, the collapse of 
Tokyo stock prices ud the 
resulting decline of investor 
interest in foreign issues is the 
most important cause of the 
delistings. The total of foreign 
shares traded in Tokyo peaked 
in 19B7 with an' average of 
2.76m shares traded each day. 
Daily volume this year is down 
to an average 475,000 shares. 

The five companies have also .. 
reported a sharp decline in- 
their local shareholders, in 
GM's case, the number has 
almost halved since the 3£2i of 
1987. and the company said 
yesterday that the remainder 
account for 0.02 per cent of all 
its shareholders. " 

Trading of foreign stocks . 
was permitted in Tokyo in 1973 
and, apart from tapping the 
Tokyo market for finance^ com- 
panies presumed that a listing 
would heighten awareness of 
their products in Japan. 

The announcements are also 
a setback for Japanese brokers, 
which hoped to arrange the 
listings of foreign companies. 


Remy chairman warns of 
lower than forecast profits 


By Alice Rawstftorn in Paris 

THE TURBULENCE in the 
French drinks industry contin- 
ued yesterday with Remy- 
Cointreau, a leading wine and 
spirits producer, warning on 
profits, and reports that 
LVMH. one of the largest play- 
ers in French drinks, had 
secretly bought a stake in 
Grand Marnier liqueur. 

Remy, which has interests in 
wines and spirits including 
Cointreau liqueur, bad origi- 
nally been expected to make 
net profits of about FFr313m 
(S65.07m) for the present finan- 
cial year to March 30, an 
increase of 15 per cent on the 
FFr27 Lm in the previous year. 

However, Mr Andre Hdriard 
Dubreuil, Remy chairman, 
warned shareholders at yester- 
day's annual general meeting 
that final profits may fall short 
of those originally forecast 


because of "the uncertain eco- 
nomic climate” and the falling 
US dollar. 

Meanwhile, LVMH has 
refused to comment on a report 
In Les Echos, the French eco- 
nomic daily newspaper, that it 
has acquired a 7 per cent stake 
in Marnier-Lapostolle, the 
family -controlled company that 
owns Grand Marnier liqueur. 

LVMH, which today 
announces its first-half results, 
said it was “up to Grand Mar- 
nier to comment on any 
changes in its shareholding”. 

LVMH, which distributes 
Grand Marnier In south-east 
Asia, is reported to have 
bought the 7 per cent holding 
from Marceau Investments, a 
French finance house. 

Marnier-Lapostolle made net 
profits of FFr75 .am last year on 
sales of FFr601m. with its 
eponymous liqueur represent- 
ing 80 per cent of total sales. 


Chargeurs ahead at FFr712m 


By Alice Rawsthom 

CHARGEURS, the French 
industrial group with interests 
in textiles and transport, saw 
net profits rise by 76 per cent 
from FFr404m to FFr712m 
(914802m) in the first half. 

The group last year returned 
to recovery after two years of 
heavy losses in its wool textile 
and communications interests, 
which include a stake in 
BSkyB, the UK satellite 


television service. 

Chargeurs has since restruc- 
tured its activities, notably by 
selling its UTA airline interests 
to Air France. 

Group turnover rose by 2.6 
per cent from FFr5.29bn to 
FFr5. 42bn in the first six 

months of 1992. 

Operating- profits rose 57 per 
cent from FFr203m to FFr3 19m, 
Earnings per share were 71 per 
cent higher at FFr114.6, from 
FFr67.l. 


Strike deal clears way for Fiat 


FIAT is pushing ahead with 
plans to take over Poland's 
state FSM car factory after the 
end of a two-month strike at 
the plant yesterday, Reuter 
reports from Warsaw. 

The strike had put on hold a 
S2bn deal for the Italian car 
maker's subsidiary Flat Auto 
to take over the plant in 


southern Poland -that produces 
Fiat's Cinquecento minicar. 

Mr Maciej BreozowskL a Flat 
spokesman, said the agreement 
had not been affected by the 
stoppage although production 
of more than 20,000 cars bad 
been lost before strikers 
accepted a management pay 
offer yesterday. 


For an up-to-the-minute view of the 
European bond markets, all you need is 
J.P. Morgan’s 10-year benchmark screen. 


On Reuters screen MFUR. J.P. Morgan puts its European regional presence 
and primary dealerships to work for investors and money managers who need 
a comprehensive view of activity in the major European bond markets. Updated 
continuously, MECJR otters prices, yields, and spreads over the benchmark 
U.S. Treasury and German Bund. For more information on this indispensable 
tool, call our sales desks in 


NOTICE TO THE HOLDERS 
OF 

The FRCs 

Notice to holders of Flouting Rate 
Credit Card Roceivable-backed 
Certificates (“FRCs”) issued 
pursuant to the Series 1991-2 
Supplement by the 
SFA Master Trust 

NXtTfCK IS HEREBY GIVEN' that i he 
Serie* 1991-2 Supplement has been 
amended to provide fur the jpfiKcuioo of 
piwfd# Tnm the issuance, on Aueusi 
20. 15*2. of V-SiS0.000.0U0 principal 
am- wen uf additional FRCx. 

Bjf Bankers truH Company 

m Tntslrr 

Dated: September 1?, 1KC 


Brussels: (32 2 ) 514-2975 
Frankfurt: (49 69) 712-427:3 
London: (44 71) 779:3000 
Madrid: (.‘34 1) 4,31 5853 
Milan: 2) 774-4240 

New York: (1 212) o48 0310 
Paris: (33 1) 42 61 51 61 
Singapore: (65) 222 9024 
lokyo: (81 3) 3282-0270 
Zurich: (41 1) 206 8686 


1120 JP MORGAN 
COUNTRY IS5UE 


BENCHMARKS 

PRICE 


JPMORGAN MEUR 
YLD O/UST O/GER 


GERMANY 

8.00 

22-07-02 

BUND 

101.54-60 

7.78 

+136 


FRANCE 

8.50 

25-11-02 

OAT 

97.60-70 

8.85 

+243 

+ 107 

DENMARK 

9.00 

15-11-00 

DGB 

96.27-37 

9.66 

+324 

+ 188 

BELGIUM 

8.75 

25-06-02 

OLO 

98.96-11 

8.88 

+246 

+ 110 

HOLLAND 

8.25 

15-06-02 

DSL 

99.9505 

8.23 

+181 

+45 

ECU 

a. so 

15-03-02 

OAT 

93.98-06 

9.46 

+304 

+ 168 

UK 

9.75 

27-08-02 

GILT 

102.64-74 

9.54 

+312 

+ 176 

SPAIN 

10.30 

15-06-02 

BONO 

86.55-70 

12.63 

+621 

+485 

ITALY 

12.00 

01-05-02 

BTP 

90.80-90 

14.18 

+776 

+640 

SWISS 

6.50 

0205-02 

SGB 

96.80-00 

6.94 

+52 

-84 


V 


■\ rciTiil MKUH stTveii: jirkiN Jumii tin- liir rlmiKiatk- s*-t(li^nn-nu uikI yields arc 
exptvteed t»n an annualized luisi> from I lie nflcr prices. When a bond uonnnl be 
U}» luted. MKUR includes a nicssapr to iliut effect. J.P. Mnrpnn is u dealer in nil 
of die bund-, listed alum*. 


& J.P. & ( ii. bniafmnili'tl 


JPMorgan 


Mortgage Securities 
(NoJ2) PLC 

£250,000,000 
Mortgage backed floating 
rate notes due 2028 
For the interest period 
15 September 1992 to 15 
December 1992 the notes wilt 
bear interest at 10.68% per 
annum, interest payable on 15 
December 1992 mill amount to 
$2,655.4! per Si 0X000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Richemont 

COMPAGNIE FINANCIERS RICHEMONT AG. ZUG, SWITZERLAND 
RICHEMONT SA. LUXEMBOURG 

The annual general meetings of Compagme Financiers Richemont AG anti Richemont SA which 
were held on IS September 1992 have resolved that the following dividend be paid to holders of 
Richemont units: 


Gross dividend per unit 
Payable from 
In respect of 


£ 56.25 

Tuesday, 6 October 1992 
Coupon No. 4 


The dividend will be paid to unitholders by Richemont SA and represents a dividend of 7.5%. 
including the preference dividend, on the amount of the reserve established in respect of the 
participation certificates issued by that company. The dividend is payable free of charges and 
without deduction of withholding tax. 

Coupons may. be presented lor payment at any branch of the following banks: 

Union Bank of Switzerland 

Bank J. Vontobel & Co. AG Darter, Hentsch & Cie 

Pictet & Cie Anlage- und Kredttbank AKB 

Proposals regarding the subdivision of Richemont units in the ratio of 10 for i were also approved 
at the meetings of shareholders of both companies and at the meeting of holders of participation' 
certificates issued by Richemont SA. The subdivision will take effect from 6 October 1992 after 
the payment of the above-mentioned dividend. Further information regarding the action lo be 
taken by unitholders will be published at that time. 

17 September 1992 

Compagnie Financidre Richemont AG 
6300 Zug, Switzerland 


Richemont SA 
Luxembourg 
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FT-SE 100 
Where next? 


MEMBER SFA I Call for our current views 


CAL Futures Lid 
162Queen 
Victoria Street 
London ECJV4BS 
Tel: 071- JW MM 
Fat 071- 1» W18 


NO FP. NO POSITION 

A Futures Pager transmits 2 minute updates on currencies. 
Indices, interest rates and futures 24 hours a day across the UK. 
Call 071-895 9400 now for your free trial. 

FUTURES PAGER 


NATIONAL BANK OF HUNGARY 
U -S .$200,000,000 
Floating Rate Notes due 2000 - 

(Coupon No. 15) 

Pursuant to Note conditions, notice is hereby given that for the 
mtenat penod 1 7th September, 1992 to 17th March, 1993 

™ T*?* 1 Percent per annum, will ‘ 

apply (minimum rale condition). 

Amount per coupon (No. 15) = US$263.96 - 
Payable on die 1 7th March. 1993 



THE LONG-TERM CREDIT BANK OF JAPAN, LTD. 
London Branch 
Agent Bank 


WIBE Finance IM.V. 

_ USD 37,000,000 

Guaranteed Dual Basis Bonds due 2000 

tosuaj m two sores] 

wttjTKfi wwllv and mwowbiy guaranraod by 

Mitsubishi Bank (Europe) SA 
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INTERNATIONAL COMPANIES AND FINANCE 


Nikon to 
cut 450 jobs 
to maintain 
profitability 

By Steven Butler fin Tokyo 

NIKON, the Japanese camera 
and semiconductor manufac- 
turing equipment maker, said 
yesterday it would cut 490 jobs 
from the company payroll over 
the next four years, bringing 
down die size of the workforce 
by 6 per cent to 7,000. 

Nikon said it was forced to 
cot staff In order to tnnintnfrM 
an adequate level of profitabil- 
ity, thus Joining a growing list 
of mainstream Japanese manu- 
facturing companies which 
have found that the fast pace 
of growth of recent years has 
left them dangerously exposed 
to the economic downturn. 

Sales of Nikon’s semiconduc- 
tor man ufacturing equipment 
have fallen sharply as elec- 
tronics companies have 
responded to the slump hi the 
Industry by slashing invest- 
ment budgets. Sales of cam- 
eras, eyeglasses, and measur- 
ing equipment are also poor. 

The company plans to 
reduce recruitment by natural 
wastage. About 60 new 
employees will be Inducted 
into the company next year, 1 
compared to 200 last spring, j 
An average of 100 new employ- 
ees a year are to Join the com- 
pany over the next four years. 
With about 200 employees 
leaving the company each 
year, total employment will 
decline gradually. 

Nikon’s parent company pre- 
tax profit fell by 62.4 per cent 
to Y7JSbn ($58m) in the year 
to March. Although the com- 
pany has yet to revise Us fore- 
cast for this year, It Is thought 
to be straggling to stay In the 

hlnnlc 


in z seeks stake in Wattie Foods 


r v v -;, Lippo sells part 

of Bond Tower 

BIS Development 
Onternafional), the Hong Kong 
financial services arm of Lippo 
Group of Indonesia, has sold 
eight floors of Bond Tower, an 
office block in the colony’s 
central business district, for 
HK$666m (DS986ni) to Kwong 
Sang Hong International, a 
property company controlled 
by the Hong Kong merchant 
banking and investment group 
P ere gr in e Investments, AP-DJ 
reports from Hong Kong. 

, — 

Asahi undecided 
on Foster’s issue 

ASAHI Breweries, Japan's 
second largest brewing group, 
i yesterday said it has not 
decided yet whether to exer- 
cise Its entitlement to a two- 
for-five rights issue announced 
by Melbourne-based Foster’s 
Brewing, Reuter reports from 
Tokyo. Asahi holds a 19.99 per 
cent stake In Foster’s. Foster’s . 
said on Tuesday the rights 
issue would raise about AJlbn | 
(DS$73Sm) and provide it with 
a platform for a higher credit 
rating. 


By Terry Hall In Wellington 
and Nikki TaH In New York 

H J HEINZ, the large US foods 
group with extensive overseas 
operations, is bolding talks 
with Australia’s Goodman 
Fielder Wattle about the pur- 
chase of a strate gic st ake in 
Wattie Foods, the GFW subsid- 
iary which is New Zealand’s 
biggest producer of canned 
goods. 

Wattie Foods became part of 
GFW through the merger of 
Australian-based Goodman 
Fielder and New Zealand’s 
Wattie group in 1S87- 

Besides producing canned 
goods, Wattie Foods also man- 
ufactures a range of other 
products, including frozen food 
and ice cream. 

The talks ramp ta light when 
the New Zealand Commerce 
Commission revealed that 
Heinz has applied for clearance 
to buy iq> to 100 per cent of 
Wattle. 

Yesterday in Pittsburgh, the 
US food group acknowledged 
that the application had been 
filed, although it eftld that- mat . 






Tony O’Reilly: looking for acquisitions worldwide 


ters were at a fairly prelimi- 
nary stage. 

Heinz declined to state 
whether it was aiming for an 
outright purchase of Wattie 
Foods or whether it would 
consider a smaller equity 
stake. 

Only last month. Mr Tony 
O'Reilly, Heinz’s chairman, 
said that his company was 
looking for acquisitions world- 


wide. but particularly in 
Asia. 

The US company has a well- 
established subsidiary in Aus- 
tralia that produces a range of 
products from baby foods to 
baked beans, but it has no 
operations in New Zealand. 
About 40 per cent of Heinz’s 
S6.Sbn annual sales already 
come from outside the 
US. 


GFW has been looking for a 
shareholder to buy around 2S 
to SO per cent of the Wattie 
Foods subsidiary, in line with 
Its plans to float the rest 
of the shares later this 
year. 

Mr Michael Nugent. GFW 
chief executive, said in Wel- 
lington on Tuesday that direc- 
tors wanted to find “strategic 
shareholders” to bolster the 
public float, which is expected 
to raise close to NZ$500m 
(USS280m). 

GFW said yesterday talks 
with Heinz were proceeding, 
but no offer had been received. 
It added that Heinz was one of 
a number of parties interested 
in buying into Wattie. 

GFW said: “We don't think 
anyone is close to making an 
offer.” 

It added that it had a “fairly 
inflexible” timetable for the 
float, with a prospectus due to 
be released in the middle of 
next month. 

GFW intends to reinvest pro- 
ceeds from the Wattie disposal 
in expanding its role in .the 
Australian cereal business. 


Dairy Farm International up 10% at halfway 


By Simon Davies 
Fn Hong Kong 

DAIRY Farm International, the 
food retailing arm of the Jar- 
dine Matheson group of Hong 
Kong, said net profits grew 10 
per cent to U5959.9m for the 
six months to June. 

Earnings were held back by 
significant losses from Spanish 
retailer S Imago. The compa- 
ny’s Hong Kong retail oper- 
ations saw shrinking margins 
due to higher wages and rental 
rates, and with 561 stores now 
open, the market is reaching 


saturation Level. However, 
Taiwan is expected to provide 
substantial growth. Dairy 
Farm has now opened 51 Well- 
come and Mannings stores and 
the company predicted it 
would move into profit in the 
latter part of 1992. 

The group’s Australian 
retailer Franklins achieved 
increased profits and main- 
tained market share in the face 
of a severe recession and fierce 
competition. The company 
plans to accelerate new store 
expansion in the second half. 

Woolworths New Zealand, 


which was acquired in 1990, 
achieved significant profits 
growth and successfully In- 
creased its market share. Dairy 
Farm's 50 per cent owned Max- 
im's restaurant eharn produced 
excellent results in Bong Kong. 

The HK$L25bn (US$162m) 
sale of a 51 per cent stake in 
Dairy Farm's manufacturing 
businesses in China anri Hong 
Kong to Nestld, the Swiss food 
poop, which was announced 
in June, should lead to interest 
savings in the second half of 
the year. The company’s 25 per 
cent owned associated Kwik 


Save continued to register 
growth in spite of the weak UK 
economy, with interim profits 
up 8 per cent. 

Overall, most analysts expect 
a better performance in the 
second half of the year, aided 
by strong growth in Taiwan 
and New Zealand. The com- 
pany also said profit margins 
had shown a slight improve- 
ment at Simago. 

Turnover was 5 per cent 
higher at the interim stage at 
US$2.325bn and the company 
recommended a dividend of 
1.48 cents, up from 1.35 cents. 


Dominion Mining strongly back in profit 


By Brace Jacques In Sydney 

DOMINION Mining, one of a 
crop of emerging Australian 
gold producers, has overcome 
lower gold prices to make a 
strong return to the black in 
the year to June. 

The directors yesterday 
reported that . the company 
had turned net losses of 
A$26.7m (US*19.54m) into 
Ajl8.1m profits on a &6 per 
cent rise in sales to A$265.8m 
from A?249.2m. The previous 


year was affected by an 
A$81_3m abnormal loss. 

The annual dividend has 
been reduced to 4 cents a share 
from 4 £ cents. 

The directors warned that 
an accent on cost reduction 
would lead to a small fall in 
gold production in the current 
year. 

Gold output rose to 436,6Q5oz 
from 388,021oz but the average 
price received fell to AS598 per 
oz from AJ628. 

The directors said the cost of 


production was running at 
AS376 per 02, 

“A strong forward sales posi- 
tion has been maintained, with 
over 900,000oz forward sold at 
an average deliverable price of 
A5580 per oz,” they said. 

“The group net operating 
cash flow for the financial 
period was A$81.8m. Total 
equivalent cash increased to 
A$48.8m and the group re- 
mained totally debt free. 

“The strong cash flow and 
debt free status enables the 


IBM shares slide on sales fears 


By Louise Kehoe 
In San Francisco 

INTERNATIONAL Business 
Machines’ stock price contin- 
ued to decline yesterday amid 
growing pessimism about the 
outlook for sales of its flagship 
mainframe computers, follow- 
ing Monday's announcement 
by Amdahl, another main- 
frame manufacturer, of slow- 
ing sales. 

As Wall Street analysts low- 
ered IBM’s investment ratings, 
the stock foil by $2 to trade at 
883 Vt at midday yesterday. 
Amdahl dropped slightly to 


$9% from ¥9V« following a foil 
of more than $5 on Tuesday. 

Amdahl’s forecast of an oper- 
ating loss for the current quar- 
ter raised concerns that weak 
capital spending may have a 
negative effect on all makers of 
mainframe computers. 

Many business customers are 
deferring capital expenditures 
by upgrading existing com- 
puter systems or purchasing 
second-hand mainframe com- 
puters. 

However, mainframe indus- 
try executives said that 
demand for high-end machines 
remains “the same as it has 


been for the past 12 months”. 

Industry analysts agree that 
the trend toward “downsizing" 
to networked computer 
systems has had little Impact 
on sales of high-end mainframe 
computers. They argue that 
Amdahl is suffering more than 
its competitors at the moment 
because It lacks the Uigh- 
capadty data storage products 
that its competitors offer. 

Amdahl is expected to begin 
shipments soon of a new gener- 
ation of data storage systems 
that will match the perfor- 
mance of similar products from 
I BM and Hitarhi. 


company to examine acquisi- 
tion opportunities. 

“The company wifi continue 
to review expansion options 
from its own resource port- 
folio, search for sound ac- 
quisitions and above all 
maintain the aggressive and 
innovative exploration pro- 
gramme.” 

The tax provision was 
ASH. 4m compared with a 
A$l7.1m credit, and depreda- 
tion took-A$45.5m -against 
A542.4m. 

Lloyd’s location 
for US insurer 

By Nikki Tail in New York and 
Andrew Jack In London 

AMERICAN International 
Group, one of the largest US 
composite insurers, said yester- 
day that it bad reached an 
agreement with Lloyd's of Lon- 
don, the UK insurance market, 
to set up the first insurance 
company underwriting opera- 
tion located at Lloyd's. 

Lloyd’s confirmed it is in dis- 
cussions with up to 20 Insur- 
ance companies about rental 
space on the third floor of its 
building. 


O&Y to sell 
building in 
NY for more 
than $100m 


By Alan Friedman 
In New York 

| OLYMPIA & YORK, the 
troubled Canadian property 
developer, said it had agreed 
to sell a 34-storey building in 
Park Avenue to the New York- 
based Mutual of America life 
Insurance Company. 

Terms of the transaction 
were not disclosed, but Mutual 
is believed to be paying more 
than 5100m for the budding. 

Mutual said the company 
plans to invest about $70m in 
an extensive renovation of the 
property. This could create 
about. i,00Q construction Jobs 
in New York. 

O&Y is likely to use the pro- 
ceeds of tbe sale to pay off a 
series of outstanding bank 
mortgages on the property; 
these are believed to total 
about 5100m. 

‘*We are not assuming any 
mortgages that O&Y had on 
the building,” said Mr Thomas 
Moran, the president and chief 
operating officer of Mutual. 

Me Moran said Mutual, 
which has total assets of more 
than $6.2bn, plans to use the 
building as Its new headquar- 
ters and to move In by 1995. 
“We will use about one third 
of the building and lease out 
the rest,” Mr Moran said. 

The building, located near 
the Waldorf Astoria Hotel, was 
previously the world head- 
quarters of ITT, the US finan- 
cial, industrial and travel con- 
glomerate. It has remained 
vacant for the past 18 months. 

The building consists of 
664,000 sq ft and requires 
much work to remove asbestos 
and make a number of 
repairs. 

The Reichmann family first 
acquired tbe Park Avenue 
building tat 1977, when It ' 
bought several prime Manhat- 
tan properties. 


Australian 
insurer returns 
to the black 

By Brace Jacques In Sydney 

STATE Government Insurance 
Corporation, the Perth -based 
general insurer and investor, 
has returned to the black in 
the year to Jane, ahead of 
Western Australian govern- 
ment plans to float tbe group 
to the public. 

The corporation, which 
achieved a high profile in the 
late 1980s through its involve- 
ment with Western Australian 
corporate entrepreneurs, 
turned a A$4.8m loss Into a 
A$27.1m (US$16-5m) profit for 
the year. 

The directors said the 
improvement reflected a 35 
per cent rise to A828-2m In 
Investment income following a 
reorganisation of the group's 
portfolio. They said gross writ- 
ten premiums rose 14 per cent 
to A$183.3m, reducing the 
underwriting loss by A$18Jm. 


Federal Express 
profits fall 29% 
in first quarter 


By Nikki Tall In New York 

DETERIORATING results in 
its home market caused Fed- 
eral Express, the largest over 
night delivery company, to 
report a 29 per cent profits fall 
in its first quarter. 

In the three months to end- 
August. Fedex said it made 
812.25m after tax, compared 
with Sl7.2m a year earlier. 
Turnover was $l.86bn, little 
changed on last year’s SL82bn. 

The Memphis-based company 
has been bedevilled by losses 
on its international side and 
has therefore relied on its core 
domestic operations. It 
released the results late on 
Monday, after stock markets 
had dosed. Yesterday, trading 
in its shares was delayed at the 
outset, and by mid-morning 
the price was S37!4, down $2‘/». 

The international business 
showed an improvement in the 
first quarter. Operating losses 
were down to S57.im on reve- 
nues of S523m, compared with 
$98. Lm and $57301 a year ago. 
Fedex said this was partly due 
to a $UL5m reduction in esti- 


mated settlement costs from its 
previously-announced Euro- 
pean restructuring. 

However, Fedex said the 
profitability of domestic op- 
erations had fallen “well below 
last year's level as declines in 
yields have recently outpaced 
our ability to reduce costs”. 

Average US domestic reve- 
nue per package bad fallen 10 
per cent year-on-year, the com- 
pany said. It blamed the weak 
economy; discounting of rates; 
a switch by customers from 
next-morning deliveries to 
cheaper next-afternoon or 
two-day deliveries; and a simi- 
lar growth of high-volume, 
higher-discount deliveries ver- 
sus less-frequent shippers. 

Overall, operating profits fell 
from 875.2m to 873.5m. 

The company warned that 
pressure on domestic profit 
margins would continue “at 
least through tbe second quar- 
ter”, with results being below 
previous expectations. On the 
international side, it said there 
should be an improvement 
over the $69.6m loss recorded 
in the second quarter of 1991. 


Carter Holt Harvey wins 
battle over Sealord sale 


By Terry Hall In Wellington 

THE New Zealand Court of 
Appeal yesterday cleared the 
way for Carter Holt Harvey 
(CHH), the New Zealand for- 
estry group, to sell Sealord 
Products, its fishing subsid- 
iary, to a consortium led by 
Greenland Ocean Trawlers of 
Denmark. 

The court threw out a legal 
challenge that would have 
stopped the company selling 40 
per cent of its shares overseas. 
Southern Ocean Trawlers, a 
rival New Zealand fishing 
group, had argued that Sealord 
should not be allowed to have 
more than 25 per cent foreign 
ownership to retain its fishing 
quotas under the country's 
Fisheries Act 


CHH has received two bids 
for Sealord: 

• One from the Danish-led 
consortium which Includes Ord 
Minnett, an Investment bank 
which is part of Westpac, the 
Australian banking group. It 
plans to float about 25 per cent 
of Sealord in New Zealand. 

• Tbe other bidder is a joint 
venture between Brierley 
Investments, the New Zealand 
investment group, and Maori 
tribal interests which will 
receive NZ$190m (US$105m) 
government support. This 
group also intends to float 
some of Sealord's shares. 

CHH's plans to sell Sealord, 
believed to be worth 
S390m. have been delayed for 
months because of the court 
action. 


White Martins earnings 
buck trend with 9% rise 


By Bill Hinchberger 
in Sao Paulo 

WHITE Martins, ' a publicly 
quoted Brazilian chemical com- 
pany controlled by Praxair of 
tbe US, posted net profits of 
S36m for the first seven 
months of 1992. Last year the 
company earned 833m over the 
same period. 

Mr Julio Cesar Cass&no, 
director of legal affairs and 
market relations, said the 
group - which controls 70 per 
cent of the $650m Brazilian 
market for industrial gases - 
was able to buck a “negative” 
trend in Brazil 

He dted cost reductions and 


increased sales from a plant 
opened in March to supply 
Copene, a petrochemical com- 
pany in Bahia state. 

White Martins recently paid 
813m for a controlling interest 
In Fracchia Hermanos, an 
Argentinian producer of indus- 
trial gases, starting what Mr 
Cassano called the company’s 
"strategy for Mercosur”, the 
proposed common market for 
Argentina, Brazil, Paraguay 
and Uruguay. 

By investing 830m, the group 
hopes to boost Fracchia Her- 
manos’ share of the 8100m 
Argentinian market from 15 
per cent to 25 per cent in five 
years. 


CONTRACTS & TENDERS 


M Treuhandanstalt 

^ (The government agency privatising eastern Germany property) 





Tender for the sale of 




MECHANICAL ENGINEERING 


companies in Eastern Germany 

Name, location (in brackets: main product, number of employees, site in sqm) 


(MM-1) Achslagerwerk StaRfurt GmbH 

0-3250 StaBfurt/ Sachsen-Anhalt 

(Roller axle bearings for rail vehicles/243/1 19,250) 

(MM-2) Plant Elnspritztechnik of Renak-Werke GmbH 
0-9801 WolfspfGtz / Sachsen 
(Injection nozzles and parts production for diesel 
engines/63/71,000) 

(MM-3) Elbe-Werk RoBlau GmbH 

0-4530 RoBlau / Sachsen-Anhalt 

(Prismatic components, equipment, special tools/170/ 

18,500) 

(MM- 4 ).Kaitumformung Oberiungwitz GmbH 
0-9273 Oberiungwitz / Sachsen 
(Pressed components lor the automotive industry/76/ 
27,800) 

(MM-5) KGW Schweriner Maschinenbau GmbH 
0-2759 Schwerin / Mecklenburg-Vorpommern 
(Ship equipment, winches/330/1 82, dOO) 


(MM-6) Landmaschinenbau Torgau GmbH 
0-7290 Torgau / Sachsen 

('Cutters for harvesters, soil treatment equipment/375/ 

45.000) 

(MM-7) SKL Spezialapparatebau GmbH i.G. 

0-301 1 Magdeburg / Sachsen-Anhalt 
(Industrial furnaces production, mechanical 
engineering/450/51,000) 

(MM-8) Trobitzer Landmaschinen GmbH 

0-7971 Trbbitzf Brandenburg 

(Oise mowers, containers, brake lines/450/900,000) 

(MM-9) Weimar-Werk Maschinenbau GmbH 

subsidiary of the Weimar Werk GmbH 

0-5300 Weimar t Thuringen 

(Potato harvesters, equipment carriers, components/ 

200/24,000) 

(MM-10) Zwickauer Eisenwerk GmbH 

0-9550 Zwickau / Sachsen 

(Foundry, hand moulding, model construction/120/ 

93.000 ) 


Tender Conditions 

1. fai accordance with He legal mandate, the Tramandansatt intends to sell the 
aforementioned companws/planta by means of a lender. 

a) Stoa far a company in the legal form of a Imtted Babaily company (GmbWl must 
be kx the laud share capital of a company. 

b) Bids for Bplanimu5t be for Bstofol assets (buidino. equipment and real estate), 
mth inventory n be valued at the time of acqustfon. 

2. Anyone is entitled lo bid. , 

3. In deciSngBmongfhotiids. the TrnuhandanEtaftvrtt take imocowadwaaon. among 
other things, the Wd price, (he business plan submitted, promises ro maintain or 
create pM. and pledges to invest, each ol which win be considered part of the bid. 

4. IntenKtod parties can retain corrtoany and/dr plant prcHUaawaiprtvatlsIngcorufiMms 
wittwut charge from the Central Tender Ot(ica.ThaTr«rharidanstafl Is nofreapan- 
stole tar the accuracy and completeness ol this information Prospective bidders ml 
receive written MOwrttabon from the Central tender Office to visit the companies 
arto/or plants on the basis ol wtseft addhtona) totariw a flon nB then be provided by 
company andfor plant management 

5. Bids am to be submawd m a sealed envelope marked only with ha name of the 
object for which the bid Is submitted. 

6. Bute must be received at the Treuhandanstalt, Leipager Sir. 5-7. D-1060 Baffin. 
Germany, no later than 2£0 p.m (local time), on November 3rd. iSfi2(ttw*ctosing 
date*} T^wd be opened immeriraeJy thereafter Inrhe presence of a notary public. 
Bids must be In Deutsche Mark and shal remain veld for ninety (90) days alter the 
dosing date. 

7. Btosirtesrbeacctvnparvedbyabondof live (5) percent ol the bid value m the form 
ol an eiavocable bank gviatantoevaSd lor nirtety <901 days attar rhactosing date The 
ted bond wiB be fortefled if the bidder either tails lo held its bid open during the 
required period or refuses ts sign a contract in accordance with He ted. 


For further free information (company profiles, visit authorizations, etc.) piease contact: 


Magdeburg 





' *V •Trotetz 


• Qbartonguvitz 


• Zwickau 
» WottspfuU 


6. The Treuhandanstalt wH! decide on Ihe bids within ninety I6Q} day* after Ites dosing 
dan. The Treuhandanstall is not bound to accept any bid and may accept a bid other 
than the highest. 

9. To ihe extent lhal a previous owner has subtmted a claim Making rwum (In whole 
or hi part] of a tendered company/piant. B sale win require either the approval of tho 
claimant and/or a certificate of investment preiarenc according to the respective law 
(InVorG). 

Office hours tor the Central Tender Office of Ora Treuhandanstalt ere Monday 
through Friday front 9 a.m. until 4 pjn. (local time). 


+49-30-31542873 


Treuhandanstalt • Central Tender Office • Leipziger Str, 5-7 • D-1080 Berlin/Germany Fax + 49 - 30-31542652 


Telex 305141 thazd 


New York Office 
Tel. +1-212-8884073 
Fax +1-212-8888090 
Tokyo Office 
Tel. +81-3-35032901 
Fax +81-3-35032902 
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D-Mark bloc advances amid hopes of cut in Bundesbank rates 


By Antonia Sharpe and 
Richard Waters In London and 
Martin Dickson In New York 

RUMOURS that the 
Bundesbank would announce 
another cut in interest rates at 
its regular council meeting 
today and speculation about a 
further realignment in the 
Exchange Rate Mechanism 
(ERM) sent bond markets In 
the D-Mark bloc sharply higher 
in hectic afternoon trading. 

The rumours were fanned by 




BONDS 

sterling's chronic weakness, 
which forced the announce- 
ment of two interest rate rises 
during the day. The market 
bad closed long before sterling 
was eventually suspended in 
the ERM, with the second of 
the rate rises - due to take 
effect today - reversed. 

Other signs that led the bond 
markets to believe the Ger- 
mans would ease interest rates 
again today were: the Dutch 
central bank’s cut in its key 
rates for the second time this 
week, independently of the 
Bundesbank; Belgium’s cut in 
the discount and emergency 
lending rates, also for the sec- 


ond time this week; and the 
Bundesbank's injection of 
short-term funds into the 
money market yesterday at 
rates of around 9.25 per 
cent. 

■ UK government bond prices 
yesterday managed to shrug 
off most of the bad news from 
the currency markets and the 
two announcements of interest 
rate rises, leaving many trad- 
ers perplexed. 

“It’s difficult to explain," one 
trader said. “It appears that 
glit market investors seem 
more convinced about ster- 
ling's long-term position in the 
ERM than foreign exchange 
speculators" 

Another said that higher 
interest rates would further 
undermine an already weak 
economy, a positive develop- 
ment for bond prices. 

Long gilt futures bounced 
strongly yesterday afternoon 
after opening the day at 96.10, 
a whole point lower than their 
close on Tuesday. By late In 
the afternoon, after trading a 
massive 92,000 contracts, the 
futures price had jumped 
sharply to 98.08. In relatively 
thin trading, meanwhile, cash 
prices slipped In medium and 
longer-dated gilts, with losses 
of up to % of a point 


Banks underwrite planned 
Swedish loan of Ecu8bn 


By Richard Waters 

SWEDEN'S proposed EcuSbn 
loan from international banks, 
part of its move to bolster cur- 
rency reserves and defend the 
krona, has been successfully 
underwritten, despite contin- 
ued disarray in the country's 
financial markets. 

There had been concern, 
when the proposed loan was 
first announced last Friday, 
that banks would hesitate at 
taking on greater exposure to 
Sweden in the current climate. 
This feeling was exacerbated 
by the requirement for any 
bank taking part as an under- 
writer to take Ecu350m of the 
loan, before selling on the Joan 
to other banks. 

However, JP Morgan, which 
co-ordinated the loan, 
announced yesterday that 25 
banks had come forward to act 
as underwriters. The banks 


represented in the underwrit- 
ing group are drawn mainly 
from Germany, the UK, Japan, 
Sweden and Switzerland, with 
only two big US banks - Mor- 
gan and Citibank - present 
According to one under- 
writer, the yield on the three- 
year loan, around twice that 
offered in the similar facility 
launched by the UK in late 
August, made it sufficiently 
attractive to guarantee wide- 
spread support 
Meanwhile, it emerged that 
the UK has not accelerated the 
draw-down of its own foreign 
currency banking facility, 
despite tiie heavy Intervention 
to defend sterling yesterday. 
As originally planned, half of 
the basic loan has already been 
drawn down, with the remain- 
ing half due to be drawn on 25 
September. By late yesterday, 
that timetable had not been 
brought forward. 


Despite the fears for sterling 
- confirmed by the later sus- 
pension of the currency in the 
ERM - there was steady, if 
slow, buying of gilts, both from 
UK and overseas investors. 

One UK investor said: "Gilts 
are really a one-way bet Either 
there is a devaluation, in 
which case rates come down, 
or the government holds on 
and rates stay up. which is 
good for gilt prices because it 
pushes the economy further 
into recession." 

Other observers also said 
that higher interest rates 
would further dampen the 
economy and kill off any dan- 
ger of inflat ion, so helping lon- 
ger-dated gilts. 

■ THE Italian government 
bond market was largely para- 
lysed in the face of the coun- 
try’s latest foreign exchange 
crisis yesterday. The lira fell 
like a stone to its floor in the 
ERM. prompting analysts to 
suggest that the currency may 
have to be taken out of the 
system until some semblance 
of stability returns. 

Bond prices, though, eased 
back by only about a quarter of 
a point. Foreign investors have 
largely abandoned the market 
in recent weeks, and domestic 
investors were reported to be 
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largely inactive as they waited 
for the crisis to be resolved. 

■ GERMAN bond prices were 
boosted by the Bundesbank 
speculation and an influx of 
foreign capital The purchases 
drove the average yield on Ger- 
man public-sector debt to a 
new 1992 low of 7 31 per cent, 
after 8.02 per cent on Tuesday. 

The benchmark 8.0 per cent 
July 2002 Bund rose to 103. -IT 
from 102.69 while in London. 


the December Bund future 
jumped to 91.20 in late trading 
from 90.19 in a volume of 12.082 
lots. 

■ DUTCH 10-year bonds out- 
performed their German coun- 
terparts following the central 
bank's 25 basis point cut in its 
three key official rates. Dealers 
reported that there was active 
domestic buying across the 
board, while the seven-year 
bonds made the biggest gains. 


The yield on the 8.25 per cent 
bond due June 2002 dropped to 
7.87 per cent from 8.01 per cent, 
while the 10-year Dutch-Ger- 
man yield spread narrowed to 
39 points from 41 points. 

■ YIELDS on Swedish bonds 
closed sharply higher but trad- 
ing ground to a standstill after 
the Riksbarik raised its mar- 
ginal lending rate to 500 per 
cent from 75 per cent in the 
early afternoon. After the 
move, the central bank said 
the market could close if trad- 
era wished. 

Dealers said that a krona 
devaluation was still very 
much on investors' minds, but 
that “there was not a lot one 
could do against rates of 500 
per cent". 

Three-month Treasury bills 
were some 550 basis points 
higher at 33 per cent while the 
ll-year bond rose 27 basis 
points to 11.50 per cent. 

■ FRENCH bonds ended a vola- 
tile session about a half point 
higher than Tuesdays close on 
speculation of a cut in German 
interest rates and an ERM 
realignment 

Matif bond futures were 
pushed lower in early trading 
an the ERM tension and on 
news that President Francois 


Mitterrand had prostate can- 
cer. They then lifted on state- 
ments that the president was 
not. seriously ill but this was 
offset by the UK rate rises. 

The September futures con- 
tract settled at 107.92, 46 basis 
points up on Tuesday’s dose, 
having briefly tested resistance 
at 108.0ft It had hit a low of 
106.90 after the first rise in UK 
rates. 

In the cash market, the 2002 
OAT finished 0.82 higher at 
99.74 to yield &53 per cent after 
8.65 per cent 

The Matif will open pit trad- 
ing of its key French Treasury 
bond future at 7 am local time 
next Monday, a spokeswoman 
for the French futures and 
options exchange said yes ter 
day. The French vote on the 
Maastricht treaty on Sunday. 

■ SWISS bonds were In 
demand as investors switched 
out of EMS oirrency -denomi- 
nated markets. A rise in the 
Swiss franc against the D-Mark 
also pushed the market higher. 

Short-term rates continued 
to fall, with the benchmark 
three-month eurofranc rate 
down at 6M bid in late trading 
after 7 per cent on Tuesday. In 
the futures market, December 
government bond futures 
jumped to 95.15 from 94.49. At 


the long end, the Swiss govern- 
ment's 7 per cent bonds due 
2005 rose to 102.05 from ioi.65. 

■THE long end of the US Trea- 
sury trend market dipped 
slightly yesterday, adding to 
Tuesday's sharp drop, as Wall 
Street was further buffeted by 
the extraordinary - develop- . 
ments in the European cur- 
rency and money markets. 

After a weak opening, the 
bond market moved off its 
lows; encouraged by. rumours 
that the European monetary 
crisis might force the Bundes- 
bank to cut interest rates fur- 
ther. However, those hopes dis- 
sipated when Britain 
announced its suspension from 
the Exchange Rate Mechanism 
to ease the currency crisis. . 

Sentiment was helped, how- 
ever, by farther evidence that 
the US economy remains 
extremely sluggish, with the 
.Federal Reserve reporting that 
August industrial production 
fell 1X5 per cent, greater than 
Wall Street's consensus expec- 
tation of a 0.3 per cent dip. 

The benchmark . 30 -year Trea- 
sury issue was quoted in late 
trading at around 99, down & 
to yield 7.327, but the short end 
saw a slight rise, with the <X25 
issue due August 1994 quoted 
up & at 100 M ter yield 3.797. 


New issues go forward despite turbulent trading conditions 


By Richard Waters 

THE European Investment 
Bank and the Kingdom of 
Spain both ventured out in tur- 
bulent markets to launch large 
issues yesterday, only to find 
that investors’ attention was 
on other matters - such as 
whether and when an ERM 
realignment would come. 

The European Investment 

INTERNATIONAL 
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Bank’s Y50bn, five-year deal 
was its first since the Italian 
government abolished its with- 
holding tax exemption for mul- 
tilateral agencies, and so a test 
for the market’s appetite for 
the EIB. According to one 
bank, the yield on the bonds - 
brought at 13 basis points 
above the seven-year Japanese 
government bond No 104 - 


was only 8 basis points higher 
than that talked about last 
week, before the tax change. 

However, this may give little 
indication of the overall extra 
cost that the EIB and other 
agencies - and the entities to 
which they lend - will have to 
pay as a result of the tax 
change. The yen is not a cur- 
rency bought heavily by Italian 
investors: a greater test will 
come when the EIB next 
attempts to borrow in a higher- 
yielding currency such as tbe 
lira, peseta or Ecu. 

Despite reports that the issue 
had been well-priced, and that 
many banks had succeeded in 
placing their portion of tbe 
issue, the bonds traded as 
much as 50 basis points down 
during the afternoon on the 
general znalaise in the mar- 
kets. Morgan Stanley, one of 
the joint leads, bid 98A0 for the 
bonds to put a floor under the 
price, compared with an issue 
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price of 92.32 - and found 
itself forced to buy up YlObn of 
the issue, to add to the YlSbn 
it said it had already placed. 


The Kingdom of Spain's 
SL.5bn issue, to be priced 
today, caused greater concern 
among underwriters, with sev- 


eral questioning the wisdom of 
bringing the (teal so close to 
the French referendum on Sun- 
day. The issue had already 


been delayed in the hope or 
some stability returning to the 
markets - only to M ft Its 
launch into the most turbulent 
point of the week so far. 

At an Indicated range of 
42-45 basis points over Trea- 
suries, the bonds were 
regarded as fairly priced. The 
Issue compares with a yield of 
32 basis points above Trea- 
suries offered recently by the 
Council of Europe ■- an AAl 
borrower, compared to the AA2 
Kingdom of Spain. About a 
third of the bonds were 
reported to have been sold in 
Europe, leaving a substantial 
part still to be placed. 

The fete of the transaction 
could echo that of the $ 2 bn 
deal for Ontario, launched ear 
lier in the week. After an indi- 
cated spread of 46-48 basis 
points, the. bonds were 
launched at 48 and were trad- 
ing yesterday at 54 basis points 
above Treasuries. 
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LIFFE EQUITY OPTIONS 
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First Dealings 
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For settlement 
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Switzerland's 
new gateway 
to the world 
is wide open. 


Swissair is proud to announce the official opening of its own 
terminal at Zurich Airport. We now welcome you to a new 
standard of hospitality which aims to make your time from check- 
in to take-off truly enjoyable. Of course, the passengers of our 
partners Crossair, Austrian Airlines and S AS are invited to use our 
new terminal as well. So what’s new, apart from the special 


Business Wing with separate check-in for First Class and Business 
Class passengers and for our Travel Club members? Forgive 
us for not revealing all the secrets. After all, it’s nice to know that 
a few pleasant surprises are waiting for you. We’re pleased to open 
the door to Switzerland’s new gateway # # 

to the world for you. Walk right in! swissair 
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COMPANY NEWS: UK 


Meggitt records 3% 
improvement to £12.6m 


By Richard Gouriay 

MEGGiTT, the Dorset-based 
engineering company, yester- 
day reported a 23 per cent fall 
In earnings per share but a 3 
per cent increase in profits, 
helped by a reduction in the 
interest charge. 

In spite of the drop in earn- 
ings. the group is increasing 
the interim dividend by 4.2 per 
cent to l.25p (Z.2p>, based on 
confidence that it was “well 
placed to benefit from any 
changes in the industrial envi- 
ronment." 

Pre-tax profits in the six 
months to June 30 rose from 
£12.3m to £12. 6m on sales 
ahead 1 per cent to £152.9m. 

At the operating level, prof- 
its fell 17 per cent to £ll.7m as 
the group came under margin 
pressure and the cost of com- 
peting in tough markets 
increased, according to Mr Ken 
Coates, chairman. 

Meggitt enjoyed the benefits 
of last November's £39.6m 
rights issue, which helped lead 
to a £2.78ra swing to £901,000 
interest earned. 

Gearing at the half year fell 
to 8.S per cent in spite of 
£51.5m spent on acquisitions 
during the period, helped by 
the rights but also due to cash 
management and cash genera- 
tion. 

Mr Coates said that after a 


Ramus 

shares 

suspended 

SHARES OF Ramus Holdings, 
the manufacturer of ceramic 
tiles, kitchens and bedroom 
furniture, were suspended yes- 
terday at 51p at the company's 
request pending clarification of 
its financial position. 

Directors said results for the 
year to end-June would be con- 
siderably worse than expected, 
and would give rise to a sub- 
stantial loss. 

The company was at an 
advanced stage of discussions 
which could lead to a substan- 
tial capital subscription. A fur- 
ther announcement, together 
with publication of the results, 
would be made as soon as pos- 
sible. they added. 

LGW at £0.44m and 
resumes dividend 

LGW, the USM-quoted market- 
ing services and luxury goods 
group, achieved pre-tax profits 
of £438.000 in the six months to 
June 30. compared with losses 
of £254,000. The group returned 
to the black in the second half 
last year and reported profits 
of £77.000 for the full year. 

The result was achieved, 
directors said, by maintaining 
a lower level of expenses, bet- 
ter profit margins, and by a 
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Ken Coates: no signs of any lasting economic upturn 


fall in capital expenditure last 
year from a level below that of 
depreciation, there had been 
an increase in the first half. 

The research and develop- 
ment budget had also 
increased by 7 per cent 
over the same period last 
year. 

On the operational side, 
the controls and aerospace 
divisions came under greatest 
pressure with difficulties 
in the UK in the farmer and 


NEWS DIGEST 


reduction in stock levels. 

Turnover improved to £&76m 
(£6.21m). Earnings per share 
worked through at 7.8p (5.7p 
losses) and an interim dividend 
of 1.125p is declared, the first 
payment since 1990. 

High Gosforth Park 
in red at midway 

High Gosforth Park reported 
pre-tax losses of £64,168 for the 
six months to June 30, against 
profits of £5,897 in the previous 
first half. The 1991 year ended 
with losses of £46.000. 

The operator of the Newcas- 
tle racecourse said gate 
receipts and commission from 
on-course betting had suffered 
from smaller fields due to dry 
weather and recession. 

Turnover in the six months 
rose to £592.167 (£555,590) but 
cost of sales was £572,600 
(£467,038). Losses per share of 
70.5p compared with earnings 
of 0.2p and there is no interim 
dividend. 

FBD increases 
payment by 25% 

FBD yesterday announced a 19 
per cent rise in interim profits 
and a 25 per cent dividend 
increase. 

The pre-tax result at the 
Dublin-based insurer advanced 
from I£4.43m to l£5.25m on 
sales up 34 per cent at I£48m. 

The directors of the 
USM-quoted company have 


the latter down on the excep- 
tionally high first half last 
year. 

Electronics and energy both 
improved their first half perfor- 
mances. 

On current trading Mr 
Coates said the group's order 
intake was ahead of the compa- 
rable period last year, helped 
by newly-launched products. 
There were, however, no clear 
signs of any lasting economic 
upturn. 


decided to raise the interim 
dividend payment to 2p (l.6p) 
on earnings per share of 758p 
(6.l7p). 

They pointed to improved 
underwriting results in FBD 
Insurance, where earned pre- 
mium rose substantially and 
there were reduced claims 
costs. 

Kiogspan Group 
declines to £lm 

Pre-tax profits declined by 
I£500,000 to I£lm (£958,000) at 
Kingspan in the first half to 
June 30. Sales fell by 10 per 
cent to l£27.4m (l£30.5m). 

The Trish Republic-based 
maker of steelwork for build- 
ings and metal doors and win- 
dows, said it had maintained 
volume in its building compo- 
nents division by increasing 
market share during the 
period, but if the market con- 
tracted further it would not be 
able to do so again. 

The interim dividend is 
maintained at lp on earnings 
per share of 3.02p <4.88p). 

Over 94% take up 
Malaya rights 

Malaya Group, the USM-quoted 
Mercedes Benz retail motor dis- 
tributor in which Nicholas 
Lancaster and associates have 
taken control, has received 
acceptances In respect of 
16.14m ordinary shares (9434 
per cent) of its rights issue. 


Close 
Brothers 
edges ahead 
to £ 12.6m 

By David Barchard 

CLOSE BROTHERS, the City 
merchant bank, made pre-tax 
profits of £12.6m in the 12 
months to July 31, an advance 

of 2.4 per cent on the previous 
year’s £12.3m. 

Total assets expanded by 5.6 
per cent to £4 17m (£395m) and 
the loan book rose by 15 per 
cent to £275m (£239m). The 
group maintained a broad 
spread of lending and at the 
year end had only 13 loans of 
more than Elm. 

Mr Hugh Ashton, chairman, 
said that the group had 
achieved "another resilient 
performance in the face of a 
gruelling year with extraordi- 
narily difficult trading condi- 
tions”. 

He added: “In recent years 
we have outperformed others 
within our sector and we are 
now intent on building up a 
major merchant banking 
group.". 

With the exception of Air 
and General Finance, the light 
aircraft and helicopter financ- 
ing company, which incurred 
losses, most subsidiaries did 
well. Close Consumer Finance 
and PROMPT, the commercial 
insurance premium finance 
company, both had good years. 

Deposits were down from 
£l40m to £l30m. Committed 
term facilities were £210m and 
substantial new funding has 
been agreed in principle since 
the year end. 

The proposed final dividend 
is 6.5p, bringing the total for 
the year to 9.5p (8.8p), covered 
2.3 times by earnings ahead 8 
per cent to 22.7p (21. lp) per 
share. 

Simpsons buys 

Oxford 

restaurant 

By Paul Taylor 

Simpsons of Cornhifi. the 
owner of two of the City’s 
most famous restaurants and 
which is embroiled in a bitter 
battle for control with dissi- 
dent shareholders, yesterday 
acquired La Cantina, one of 
Oxford's most popular restau- 
rants, from GiUport Hotels & 
Catering. 

The consideration was 
796,875 new shares worth 
£255,000 at yesterday’s close of 

32p. 

La Cantina reported pre-tax 
profits of £40,000 on sales of 
£360,000 in the year to Septem- 
ber 30. Sales in the eight 
months to end-May were 
£216,000. 

As a result of the deal Mr 
Rory Haisley, GUlporf s main 
shareholder, has been appoint- 
ed Simpsons operations man- 
ager. 

Gillport will emerge with a 
17.7per cent stake In Simp- 
sons. 


Racal demerger heightens chance of a bid 


By Richard Gouriay 

THE DEMERGER of Chubb 
Security from Racal Electron- 
ics, which was announced yes- 
terday. is likely to lead to a 
period of active but not neces- 
sarily fruitful courtship. 

After Racal Electronics last 
year distributed its 80 per cent 
stake in Vodafone, the cellular 
telephone group, bid specula- 
tion began, with Chubb the 
main focus of attention. The 
bid duly came from Williams 
Holdings but was repelled. 

Slide rules will again be run 
over the demerged Chubb and 
Racal Being stand-alone busi- 
nesses. the theory is that more 
predators will be interested in 
making an offer. 

Racal is proposing to consoli- 
date five old shares Into one 
new Racal share and give 
shareholders one new Chubb 
share. 

But the Chubb business has 
been considerably strength- 
ened since Williams had a tilt 
at the group. Ironically this 
may mean that the shares are 
more fully priced and therefore 
less likely to attract the 
suitor. 

Most dramatic has been the 
sharp increase in cash genera- 
tion and a palpable Increase In 
management focus on cost cut- 
ting that has led to a sharp 


Racal 

Share price (pence) 

70 - 
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increase in profits, particularly 
in Chubb. 

Debt, which stood at £225m 
when Sir Ernest Harrison 
decided to postpone the last 
proposed demerger of Chubb, 
has now been almost halved - 
depending on what conversion 
rate is taken for the dollar 
debt. As a result Racal should 
have no problem servicing its 
borrowings without the benefit 
of the cash generative powers 
of Chubb. 

Chubb has also gone some 
way along the path of cutting 
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92 


costs through Improved pur- 
chasing and the closure of 
some of its 30 manufacturing 
sites. 

The early benefit of this pro- 
gramme has meant the flota- 
tion prospectus can forecast 
operating profits of £28m in the 
28 weeks to October and pre- 
tax profits after exceptional 
items of £21m. up 61 per cent 
on the previous year. 

Mr David Peacock, the new 
Chubb chier executive, has 
recognised that the Chubb 
brand names could be better 


exploited to gain a greater 
share of a £7bR global market, 

Racal Electronics, without 
Chubb, is a more complicated 
picture, and the group la hot 
forecasting half year profits at 
this stage. 

More than -a third of the 
group’s sales are in data com- 
munications. which has been a 
problem area since the group 
made a late entry into anal- 
ogue modems in the early 
198QS. 

Before profitability returns 
to this division, Racal is Ukely 
to be hampered and possibly - 
vulnerable to a bid. 

Mr David Elsbury, the chief 
executive, believes the corner . 
has been turned after a * 
repositioning in areas of higher 
market growth. It is now cash 
positive but has yet to prove it 
can deliver margin improve- 
ment 

Elsewhere, the group’s radio 
division - one of the original 
foundations of Sir Ernest’s 
empire - has broadened 
beyond military applications 
and should benefit from con- 
tinuing high research and 
development expenditure. 

Other businesses, like data 
networks, still require time to 
develop beyond the start up 
phase to full profit potential, 
m airing- valuation of the group 
something of a difficult task. 


Gestetner sells camera distribution side 


By Paul Taylor 

GESTETNER HOLDINGS, the office 
products and photographic film and equip- 
ment distributor, has found a buyer for its 
camera distribution business, which has 
been hit by the recession. 

Concord Camera of the US is to pur- 
chase the Vivitar and Hanimex camera 
distribution business, excluding Hanimex 
Australasia, for S40m (£20.3m) in cash and 
1.3m Concord shares, with an option to 
convert the shares to £12.5m in cash in 12 
months' time. 

Mr Basil Sellers. Gestetner chairman, 
said the sale reflected the realisation that 


camera distribution “was not a core busi- 
ness for us." The group had been seeking a 
buyer for nine months. 

The camera business has net tangible 
assets of about $31m. Its main market is 
North America. Trading profits were £2m 
on world-wide sales of £90m in the year to 
October 31. but dipped to a £1.3m trading 
loss on sales of £37m for the six months to 
April 30. 

Gestetner will retain its film and pro- 
cessing operations based in Australia, New 
Zealand and the UK. together with the 
right to the Hanimex name in Australia. 

These operations mainly comprise distri- 
bution and processing of Fuji film in Aus- 


tralia and Fuji graphic arts products in the 
UK. Trading profits from this source were 
£7-2m on sales of £90m in the foil year, and 
El.Tra on sales of £44m In the latest half 
year. 

The cash proceeds of the. sale will be 
used to reduce bank borrowings. 

The OK group has been focusing on Its 
core office equipment business fallowing 
Its 1990 acquisition of the non-US 
operations of Nashua Office Systems 
and its recent alliance with Ricoh of 
Japan. 

Ricoh and AFP, the Australian invest- 
ment company, hold nearly 25 per cent 
each of Gestetner, on a ftiHy diluted basis. 


Try declines to £380,000 


By Peter Pearse 

MR HUGH TRY, chairman of 
Try Group, said yesterday he 
was pleased that pre-tax profits 
at the contractor and house- 
builder had only declined from 
£501,000 to £380,000 in the six 
months to June 30. given the 
constraints on the sector. 

Overhead reduction has been 
swingeing. About 25 per cent of 
the workforce has gone in the 
past year - “well into the lean 
of the company", said Mr Try. 
He said there was very little 
new work on architects’ draw- 
ing-boards, but that there were 
“opportunities available even 
during a recession". Try has 
had some success acquiring 
sites, contracting business and 
indeed contracts from the 
receiver. 

Margins could be better on 
those unfinished sites or pro- 
jects of failed builders or con- 
tractors, Mr Try said. Work 


gained this way now accounts 
for about 15 per cent of Try’s 
turnover, which rose 10 per 
cent to £63.1m (£57.2m) as sev- 
eral large contracts reached 
their final stages. 

In August 1991 it raised 
about £8m through a rights 
issue to buy housebuilding 
sites from the receiver of Eger- 
ton Trust and more recently It 
acquired a partially completed 
block of flats in Gravesend, 
Kent At the end of last year, it 
bought Arnold & Nathan, the 
contracting business, and has 
acquired contracts for an office 
block and a leisure complex 
from Swindon-based Isis. 

The interest charge was 
£275,000; last time there was a 
credit of £385,000 because of 
the banked proceeds of the 
rights before the Egerton 
buy. 

Earnings fell to 0.73p (2^8p) 
per share and the interim divi- 
dend is cut to 0.5p (2p). 


Triton Europe at £3.89m 


TRITON EUROPE, the indep- 
endent oil and gas exploration 
and production group, 
announced after-tax profits of 
£3J9m for the year to May 3L 
Last time net profits amounted 
to f ffi. 4 nr after an exceptional 
gain of £34Jhn arising from the 
sale of the company’s North 
Sea assets. 

At the pre-tax level there 




were losses of £335,000 (£45-lm 
profits) reflecting a decline In 
the average oil price to $20.48 
($26.78) per barreL 
The results also included an 
additional depredation charge 
of £L3m reflecting a reduction 
in the estimates of reserves at 
Villeperdue, the company’s 
principal source of production. 


However, changes were to be 
made In the operating struc- 
ture of the field which Mr Tom 
Graves, the chairman, said 
should result in “meaningful 
savings and improved profit- 
ability". 

On the current year he said 
that trading conditions In the 
first three months were in 
accordance with company 
expectations. Triton's financial 
position remained strong with 
net assets of £6&2m, indebted- 
ness of £500,000 and about £5m 
in cash. 

Turnover foil from £29»7m to 
£21.7m and gross profits to * 
£4.32m (E1Z7U1). 

Net interest receivable 
amounted to £677,000 against 
£66,000 but there were 
exchange losses of £332,000 
(£13m gains). 

Earnings per share came 
through at 4.71p (38.05p) but 
there is no dividend payment 
for the year. 


This announcement appears as a matter ot record only 

In conjunction with Management we are pleased to announce the 
acquisition of 100% of the share capital of 



Cehegin, Spain 

Lead managed by 

Invercapital 

CHEMICAL VENTURE PARTNERS 
GRANVILLE / ffiERFOMENTO 

Management participated in the equity together with 


ABJNGWORTH VENTURES L.P. 
CHEMICAL EQUITY ASSOCIATES 
IBERFOMENTO 


CAGREMA FUND 
GRANIBERIA FUND 
INVERCAPITAL 


Clifford Chance - Madrid acted as legal advisor to the equity participants 
Debt financing provided by 

BARCLAYS BANK SAE. 


BARCLAYS 


This transaction was initiated, structured and arranged by 

Invercapital 

14 Berkeley Street Tel: 071 495 5151 

London WlX SAD Fax: 071 409 2587 

Invercapital Limited Is a member ot the SFA 


ANZ Grindlays 
Base Rate 

ANZ Grindlays Bank pic 
announces that its base rate 
has changed from 10% p.a. to 12% p.a. 
with effect from 
17th September 1992. 

Grindlays Bank 

Private Banking 


13 St. James's Square, London SW1Y4LF 
Telephone: 071-930 4611 
Member ANZ Group 


BASE RATE CHANGE 

Union Bank of Switzerland, London 
announces that 

with effect from the close of business 
on 16th September, 1992 
its Base Rate was increased from 
10% PA to 12%. PA. 



Union Bankaf Switzerland. PQ Box 428. 

LOO Liverpool Street. London EC2M 2RH. 
incorporated in Switzerland with limited liability. 


SOCIETE GENERALE 
FRF 500400.000 
SUBORDINATED FLOATING 
RATE NOTES DUE 2001 
For the period 
September 18, 1992 to 
December 16, 1992 the new 
rate has been fixed 
at 10,125% RA. 

Next payment date: 
December 16 , 1992 
Coupon nr: 7 

Amount: FRF 51138 for the 
denomination ot FRF 20 OOO 
THE PRINCIPAL 
TOYING AGENT, 
SOGENAL 

SOCIETE GENERALE GROUP 
15, AVENUE EMILE REUTER 
LUXEMBOURG 


LAC LEMAN 


The FT proposes to publish 
this survey on 

October 22 1992. 

This survey will be seen by 
lending international busi- 
nessmen in 160 countries 
worldwide, including Swit- 
zerland where it will be 
widely distributed. 

to Europe 92% of the pro- 
fessional investment 
community regularly read 
the FT. 

If you would like to promote 
your company’s involvement 
in this region to this impor- 
tant audience, please contact 

Nigel BickncII or Simone 
Egli In Genovs 
on 731 16 04 Fax 731 94 SI 
or Patricia Surridpe in Lon- 
don 

on 071 873 3426. 


Data source ■' The Profatbxtol 
fomtoim Cotntwn'ry WoMakte 
mi <ktPG ba'lj 


FT SURVEYS 


Lloyds Bank 



Lloyds Bank Pic has increased 
its Base Race from 10.0 per cent 
to 12.0 per cent p.a, with effect 
from the close of business on 
Wednesday 16th September 1992. 

The change in Base Rate will also be applied from 
the same date by Lloyds Private Banking Limited. 


Lloyds 

Bank 



thd thoroughbred bank. 


Lloyd* Bonk Pic. 71 Lombard Sow. London EC3P 3BS. 
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COMPANY NEWSs UK 


Restructuring helps put 
Bluebird back in black 


By Peter Pearae 

AFTER THE wide-ranging 
restructuring of the business 
in 1991, Bluebird Toys returned 
to the black in the sis months 
to June 30. 

Mr Torquil Norman, chair- 
man, said the toy designer, 
manufacturer and distributor 
had “an excellent first hair - 
profits emerged at £234,000 pre- 
tax (losses £4.47m). 

Mr Angus Fisher, group 
operations director, said that 
the restructuring was com- 
pleted and paid for and that 
the results were showing the 
benefit. 

In 1991 the company had 
found itself with excessive 
m a n ufacturing capacity in the 
UK as its international busi- 
ness developed. Cheaper manu- 
facturing in the Far East 
became imperative so two UK 
factories were closed. 

The restructure accounted 
for £3 ,34m of last time's losses, 
and Mr Fisher said the second- 
half performance would not 
match the first 
. Group turnover in the first 
half advanced 49 per cent to 
£17.4m (£ii.7m), thanks in 
large part, Mr Fisher said, to a 
78 per cent rise In international 
sales to £8. 68m. 

This rise was mostly due to 
the worldwide distribution 
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Torquil Norman; ‘an excellent first half 


and sales agreement with 
Mattel, the second biggest 
US toy maker, and a similar 
agreement for Japan with 
Bandai. Bluebird’s dimin utive 
Polly Pocket range is the 
number one girl's toy in that 
country. 

UK turnover grew 29 per 
cent to £8.72m. Aside from the 
restructure, profits were aided 
by lower overheads - between 
1990 and 1991 stock was 


reduced 50 per cent and 
by the end of the period 
under review it was cut by a 
further 37 per cent The over- 
draft was paid down by £2J5m 
to SHAm. 

Earnings per share emerged 
at 2.6p (losses 46.1p) and again 
there is no interim dividend, 
though Mr Norman said the 
board expected “to be able to 
consider a dividend" at the 
year-end. 


Alumasc ahead 23% to £7.2m 


By Paul Cheesarlght, 

Midlands Correspondent 

ALUMASC, the UK’s largest 
beer keg manufacturer which 
also makes precision compo- 
nents and specification build- 
ing products, announced 
record profits in the year to 
June 30. 

The growth, however, 
reflected contributions from 
companies acquired during 
1991 and interest on net cash 
holdings. Mr John McCall, 
rhairman said the year “disap- 
pointed all reasonable expecta- 
tions of economic recovery. n 

Pre-tax profits of £7.2m 
showed a 23 per cent improve- 
ment on the comparable 


£5. 86m. Net cash balances 
declined from &L5m to £3 .4m 
but nonetheless produced net 
interest receivable of £254,000 
(£268.000). 

Turnover amounted to 
£45 (£4L8m), but the figure 
masked a substantial change 
in the complexion of sales. The 
container and dispense prod- 
ucts division, which covers 
beer keg manufacture, to 
30 per cent (52 per cent) of the 
total, as demand from the 
brewing industry der.ifaiaH 

In contrast, turnover from 
specification building products 
rose to £20.9m (£lL3m) partly 
on acquisitions but also 
reflecting moves to break away 
from dependence on the beer 


keg market, “to be less depen- 
dent on a single customer 
base,” as Mr McCall put it “I 
feel much less exposed than I 
used to be five or six years 
ago,” he said. 

Acquisitions pushed up total 
operating costs, but Mr McCall 
said that fixed costs had been 
reduced in each of the individ- 
ual businesses, stocks had 
been cut and there were no bad 
debts. 

Earnings per share rose 10 
per cent to 31 -3p; the proposed 
final dividend is 7.45p, bringing 
the total to lip (10p). 

Prospects for organic growth 
were not hopeful. “Most of our 
market remain depressed and 
hesitant,” Mr McCall said. 


Depressed 
spending 
levels leave 
AMV lower 


By Gary Mead, 

Correspondent 


ABBOTT MEAD Vickers, the 
advertising agency, reported 
pre-tax profits of £l.54m for 
the first half of 1992, a modest 
fall ftom the comparable 
£L9m. 

Turnover increased by 6.4 
per cent to £77.7m (£73m) dur- 
ing a period of generally 
depressed client spending. 

Excluding Income from 
BBDO and minor agencies, 
turnover expanded by less 
than 1 per cent, reflecting a 
reduction of client spending of 
about 10 per cent 

AMY, which In March 1991 
acquired BBDO, the London 
agency of BBDO Worldwide, 
said that it had new business 
worth £42m in the first half 
and was currently pitching for 
a further £39m. New accounts 
won so for this year include 
1CL, Plllsbury, Adidas and 
Weetablx. 

Operating profits fell to 
£1.23m (£1.5m)- 

Mr David Abbott, chairman, 
said: “We have continued to 
pay close attention to costs, 
giving selective salary 
increase only, holding prop- 
erty costs and minimising 
ancillary expenditure.” 

Karaingg per share dropped 
to 6p (8.63p), but the Interim 
dividend goes up 7 pen cent to 
3p (2.8p). James CapeL the 
broker, is forecasting pre-tax 
profits of £&lm for the year 
(£5.02m). 


Eidos reduces 
loss to £87,641 

Eidos, the USM-traded 
computer video editing equip- 
ment manufacturer, incurred a 
pre-tax deficit of £87,641 over 
the six months to June 30. 

The outcome, struck on 
turnover of £54,625, compared 
with losses of £169,034. Mr 
Michael Briggs, chairman, 
said that deliveries of the com- 
pany's products only began 
towards the end of the period. 

Losses per share were eat to 
3-98p (7.68p). 


Calor depressed by reorganisation costs 


Ely Roland Rudd 

THE MILDER weather and restructuring 
costs were blamed by Calor Group, the 
bottled gas company, for a 65 per cent foil 
in profits for the half-year to June 30. 

Pre-tax profits of £11 .5m (£32. 7m) were 
struck after an exceptional charge of 
£14-8m (Efim) to cover redundancies and 
the write down of stock. 

The number of employees was reduced 
by another 800 to some 2*200. 

Several board changes are to take place 
at the behest of SHV, the biggest Share- 
holder. The Dutch investment company 
owns 4GJ2 per cent of the stock. 

Mr Folkert Schukken Is to relinquish his 
role as chief executive on January 1 in 


favour of Mr Howard Robinson, currently 
managing director of Calor Gas. Mr Schuk- 
ken is to oversee SHV’s world-wide 
liquefied petroleum gas operations; he will 
remain on Color's board as non-executive 
deputy chairman. 

In the longer term, Mr Michael Davies, 
chairman, expects to relinquish that post 
in favour of one of SHVs board members. 

Mr Alistair Pate, finance director, 

“The moves underline SHVs de facto con- 
trol and their intent to get legal control as 
soon as possible.” 

Sales foil by 23 per cent to £i65m (£2l4m) 
because of reduced tonnage of gas supplied 
and lower selling prices. 

Group operating profit fell to £2?m 
(£40.1m). 


NEWS DIGEST 


Mr Hamlsh Macpherson. treasurer, said 
that while the core gas business performed 
satisfactorily, costs associated with the 
development of new businesses rose sub- 
stantially. 

The air separation businesses suffered 
operating losses of £3.8m (£300,000) associ- 
ated with tw^nirai and marketing costs. 

Pam Gas, the joint venture with SHV, 
lost £300,000 (£200,000) reflecting start-up 
management costs. 

Borrowings stand at £15m and are expec- 
ted to rise to about £20m by the end of the 
year. 

Earnings per share fell from 13Jp to 
4-lp. 

The interim dividend Is maintained at 
6p. 


Sharp fall 
at Stag 
Furniture 

PROFITS FELL by 66 per cent 
at Stag Furniture Holdings In 
the six months to June 30. 

The cabinet furniture maker 
reported a pre-tax figure of 
£317,000, against £932,000. Sales 
were £&n lower at £12^5 m. 



The company said margins 
were under pressure. Costs 
were carried from promotional 
activities end introduction of 
new ranges. 

Earnings were reduced to 
0J9p (GJ2p) per share and the 
directors have decided to lop 
lp off the interim dividend at 
L5p. 

World of Leather 
edges np to £94,000 

World of Leather, the 
USM-qnoted furniture retailer, 
saw profits of £94.000 pre-tax 
for the six months to June 30. 

The increase from the com- 
parable £41,000 was achieved 
despite turnover falling to 
£12.7m (£l3m) reflecting the 
closure of two stores last year: 
turnover on a like-for-Uke basis 


showed a marginal improve- 
ment, the company said. 

Earnings per share rose from 
05p to L2p. There is no Interim 
dividend; the last distribution 
to shareholders was a final of 
08p in 1989. 

Costs of failed bay 
depress Quarto 

The £160,000 costs of an 
aborted acquisition resulted in 
reduced profits of £1.06m at 
Quarto Group in the six 
months to June 30. This com- 
pared to £1.21m in the previous 
first half. 

Turnover rose 8 per cent to 
£15-8m (£ 14.6m). 

The US-registered publish- 
ing, marketing support and 
production services group is 
maintaining the interim divi- 
dend at 1.6125p. 

Earnings per share came 
through, at 3-3p (A5p) basic or 
Alp (5p) diluted. 

Margins squeezed 
as Cl falls 16% 

CI Group, the West Midlands- 
based steel and engineering 
company, continued to suffer 
from falling sales volumes and 
tighter margins. 

Despite a sharp reduction, 
from £711,000 to £492,000, in 
interest payable, pre-tax profits 
for the six months to July 31 
amounted to £1.42m - a 
decline of 16 per cent on the 
previous £L69m. 

Turnover dipped 11 per cent 
to £35. Im (£39.4m). However, 
the Interim dividend is main- 


tained at 0.825p, payable from 
earnings of 1.12p (i.34p) per 
share. 

A goodwill write-off of 
£377,000 was taken below the 
line. 

Dartmoor net assets 
drop to 70.5p 

Dartmoor Investment Trust 
had a net asset value of 70.5p 
at July 31 - a drop of 40 per 
cent on the 117.lp of 12 months 
earlier. 

Available revenue was 
£594,000 (£553,000) for the first 
quarter to end-July. Earnings 
per share were 2.48p (2.77p) 
and a first interim dividend of 
2Jip (2.4p) is declared. 

James Finlay 
declines to £3.7 Ira 

Lower pre-tax profits of £3.71m. 
against £5. 14m, were 
announced by James Finlay, 
the overseas trading and finan- 
cial services group, for the half 
year to June 30. 

The result last time included 
a gain of £1 3m from the sale of 
the Tower Bridge property. 

As before, the results 
excluded the plantation inter- 
ests in Bangladesh as only a 
small proportion of the crop is 
sold by June, but they included 
the Kenyan tea interests. 

The company said that over- 
all profits in Kenya were likely 
to be better than last year. The 
toes on the Bangladeshi tea 
operations in 1991 was substan- 
tial bat a break-even position 
was expected for 1992. 


Turnover fell to £70.7m 
(£74 .2m). Earnings per share 
dropped by lp to 1.9p and an 
unchanged interim dividend of 
2p is declared. 

Helical Bar returns 
to black with £0.5m 

Helical Bar, the property 
investment, development and 
trading company, returned to 
profit in the first half to July 
31 with £536,000 pre-tax, 
against losses of £694,000. 

For the year to January 
there were losses of £6.49m. 

Mr John Southwell, chair- 
man, said that in spite of poor 
conditions, Helical sold more 
thsui £14m of property in the 
first half at above book cost, 
reducing net borrowing to 
£87m (£l20m) at July 31. 

Turnover fell to £i5m (£2lm). 
Earnings per share improved 
to 6-lp (Q£p) but the interim 
dividend is held at 2.4p. 

Modest setback at 
Northern Industrial 

Northern Industrial Improve- 
ment Trust, the investment 
and property holding company, 
reported pre-tax profits of 
£425,996 for the 12 months to 
March 31. 

The outcome, a modest 
decline on the previous 
£434,131, was struck on total 
income of £473.235 (£483,845). 

Earnings per share emerged 
at 24.7p (25.68p). A recom- 
mended final dividend of l5p 
brings the total for the year to 
23p (22p). 


COMPANY NOTICES 


NOTICE OT MEETING 
OF TOE HOLDERS OF 

11-1/1% SENIOR DEBENTURES DUE AUGUST U, 1992 

18- 1/2% SENIOR DEBENTURES DUE FEBRUARY 27, 1998 
FLOATING RATE SENIOR DEBENTURES DUE 1995 

1020% SENIOR DEBENTURES DUE JUNE 39, 1999 
1<U5* SENIOR DEBENTURES DUE JUNE 39, 2014 

19- 1/2% SENIOR DEBENTURES DUE NOVEMBER 39, 1999 

OF 

BKAMALEA LIMITED 

NOTICE IS HEREBY GIVEN Out ■ meeting (the "Meeting") of tho bolder* ((be "HoMcra") of the outstanding principal mnount of 
each series of senior debenture* (collectively, the "Debenture*") oT Bramaka Limited (the "Corporation") set forth above and issued 
pwstmiit to ■ mot indent u re ox nm e ndad by eight rappfcmenral Indentures (collectively, Ur "Trent Indenture") dated as of February 
15. 1983 between tho Corporation and The Csnada Treat Company and Montreal Trim Company of Cauda as successor trustee (die 
"TVustce ■), wUJ be bcM at The Grand Ballroom, Marriott Hotel, 525 Bay Street. Toronto. Canada, on Friday, the 9th day af October, 
1992 at lfeOO m. far tbe fallowing pupo>cr. 

L To report on the Main* of the Revised Bonnes* Plan of dw Corporation which the Corporation has been efisawring with various 
leaden sod other accwityboldef* of the Corporation and to provide » d es c ripti on of the term* of the Revised Bm tnc si Plaa which 

relate to the Debentures. 

2. To omwMct sod. if thought tMsabte. to pas*, with or whhoot variation, an c jummfiw iy resotatfon, the pnqroacd ton of which 
«rfli be act out a* a adbcdnlo to tho information drooler for the Meeting (the "Information Ciicolar") to be provided to Holders by 
the Corporation and tho tore* of which; 

(a) assent to and authorise the a mcre h rea l of the pr o visions of die Trust todertnre and the Debent u re* the interest cocpona. 
If any, ■p p ertxi nb g (hereto to anptaaert the tana of the Rewired Bnwncgphn which relate to the P cb c u t uj c*. effective a* 
of the implementation date of the Revised Bosinca* Plan of the Corporation ftJsc ■ImpJenjcntalioo Dale") referred to in the 
Information Circular, all as more particularly described below voder the heading "Revised Business Plan* and in the 
tnforrauioa Chator, 

(b) authorise sveh amendment* to the extraordinary tcsoIb U ou a may be necessary or desirable to give eflcct to the wishes of 
the Meeting (or any at^ommuent thereof); and 

(c) amboriK and direct the Trades to give effect to the cxtwxdfaniy resolution by entering Into, executing and delivering 
supplemental bur indentures whh the Corporation embodying the amendments of the provision* of the Trust Ind en t u re. 
D eb ent ur es «nd interest co up o n s so sweated to and any other agreement, d ummen t or tastrmacnl (whether with caefa other 
cs rthnwte) which, in fee opinion of Ihe Trustee, b noeesmy or desirable to g)ve effect to fee extraordinary resolution. 

X Tb consider sod, if thought advisable, to pass, with or without variation, sn exmonSnary rcsohxion, the proposal text of wHcb 
will be set ant ss n schedule to the Information Greular and the terms of which: 

(a) asscol loaad mdhorttu the amendment of the provisio ns of the Ttust Indctmrrc nod the D e b en t ures to provide dial holders of 
Debenture* shall have the power e x ercis ab le, by extraordinary resolution to make such a mrndiri enti to any extraordinary 
resotntioa si fee meeting exiled to consider such extraordinary resolotion, without any further notice being given in respect 
thereof, ** may bo necessary or desirable to give effect to the wishes of the Meeting (or any adjournment thereof); and 

(b) authorize and (fired tho Thwrec to give effect to the extraordinary resolotion hr entering iota, executing and delivering a 
wpptenxottl tnat hricaturc with the Corporation embodying Ibe a mendment* of the provi si on* of the Tma Indenture and 
Debenture* so assented to and any other agreement, document or ia rt nimctU (whether with each Other or otherwise) which, 
b the opinion of the TrintM, 1* accessary or desirable to give effect to the extraordinary resolution. 

To transact mdi other b urin oa* ss may properly be brought before tho Meeting or any adjonramem Onaeof. 


The terra of the Revised Basbcra Plan which relate to the Debentures contemplate that dw Tmrt Indenture and the Debentures will 
be amended effective a* of the hnpiessmtstion Date to: 

(a) pfovido for tbo oonvcnhm On Ac bnplcnicntartion Date of 75% of the principal amount of the Debentures of each series held 

by each Holder together with the amount of interest accrued on such principal amount up to but excluding the 
Dale, rounded up to the ocercrt dollar in Cneda (fends. Into common shares of (be Co r porat i on on the 
basis of ooa common share for each SIjOO b Canatfian funds (or the equivalent thereof in United States funds) of principal 
amount or accrued interest; 

(b) provide feat the prindfpd amount of each series of Debentures, aa so reduced, together with (fan *mouM of interest seemed 
thereon Up to bM excluding the Implementation DKc (collectively, the ’Amended De b ent u res-) stall be doe and payable on 
that date which is the later of October 31. 1997 and the daw which fa live yean from the Impl em entation Pate; 

(c) provide that interest -*~n be payable aa each series of Amended Debent u res at the applicable rate thereon annually In 

arrears on fee following basis: b the Hist two years of the term of the Amended Debentures interest shall be payable 
entirely b gouumu shares of Ibe Qsponthu, b the third year bterett stall be payrtile as to 80% b ccnuntm shares and the 
balance in cash, hr the foorth year interest shell be payable as to 60% b c tvmrtion shares and the balance b cadi, and in the 
Bflh yyrt ». 1 ?. sort, tn mmmi efarifex and the balance fa cash. Poe dua porpose. the common 

■Ihi ,, at the Oor| u w j i iim shall bn vahswt «t [bo average closing price oT the common stares on The Tbnmto Stock Exchange 
(bring the 60 days immediately preceding the applicable interest payment date: 

(d) provide feat Ibe Amended Debentures sbaH be convertible, at the option of the Holder, info common shares of the 
Corporation at aay time after be Implementation Date and prior to maturity at a price equal to 90% of be overage dosing 
price of the comrmm shares on The Toronto Stock Exchange during the SO days immediately preceding the applicable 
conversion dutj 

(e) provide that coupons appertaining to coupon Debentures dnll be noQ and void and of no briber fate and effect 


from and after be Implementation Date: and 
(Q provide far certain amendment* to the That fedentnre effective m of the tmpkrocnmon Date, ine fti d i n g am en dmen t * to the 
covenant* of the Corporation, (ho provisions relating to events of default, tho provisions relating to meetings of 
Debearareholden and be proviakms relating to the Boating charge created by the Tran Indenture to accommodate be 
implementation of the Corporation's Revised ‘ 


fuftbr d et-ru nf the p-p p— extraordinary the sod financial affairs of the Corporation and detailed voting 

procedures for the MeetEtgwffl be contained b be Information Circular prepared by be Corporation, copies of which will be maRed 
taOnUm of rerfaured Debenture* sod available (tom tb* Trustee at any of Its branches art forth below. Details relating to the 
deposit of instruments appointing proxies wM» the Trustee at hi ogko in the Cfay of Torerto also will be contained b the Information 
Circular. 

DATED si Toront o, Ontari o, tbs 17b day of September, 1992. 

BRAMALEA LIMITED 
Marvin Marshall 

Prerideu and Chief Executive Officer 

Cbarlet Stows 
Senior Vice-President, 

General Cotmsrl A Secretary 


Montreal Tros Centre 
510 Bnmtfd Street 
Vancouver. B.C 
V6C389 
(604)001-941X1 


OFFICES OP MONTREAL TRUST COMPANY OF CANADA 
411-8b Avenue 5.W. 

Calgary. Alberta 

T2P1E7 


t3 Ktag Street Wew 
Sb Floor 
Toreau, Ontario 
M5H1B4 
(416)860-5915 


<403)267-6800 


Place Montreal Tratt 
1800 MctJfli Criker A 
Montreal. Quebec 
H3A3K9 
(514)982-7000 


ffan>q Goitre 
1 101 -10200-102 A' 
Edmonton. Alberta 
T 5 J 4 B 7 
(403)422-5181 
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COMPAGNIE BANCA1RE 

FBB4CH FRANCS 800u000£00 
FLOATING RATE 
NOTES DUE 1997 

For the period September 16, 
1992 to December 16,1992 

the new rate has been fixed 

at 10,0625% P.A 
Next payment date: 
December 16, 1992 
Coupon no: 9 

Amount FRF 254.36 far the 
denomination of FRF 10 000 
FRF 2543,56 tor the 
denomination of FRF 100 000 

THE PRINCIPAL PAYING 
AGENT 
SOGENAL 

SO CETTE GENERALE GHOUP 
15, Avenue Emile Reuter 
LUXEMBOURG 


The next 12 months will finally see the introduction of Taurus, Britain's 
paperless settlement and share registration system. 

For investment managers and securities firms, the nin-in to implementation 
brings a host of new challenges. Those that have chosen an in-house 
solution to Taurus must prepare for operational trials leading to a full dress 
rehearsal, a systems and operations audit and then continued parallel running 
with paper-based operations. 

★ What will participant testing entail? How can operations 
managers prepare tor file autftt? What hidden traps remain? 

★ What can 'second-wave' participants leant from the path- 
finders? 

★ WUi systems prices come down over the next couple of 
years? 

★ How is the custody market adapting to Taurus? 

★ What can company secretaries mid registrars team from the 
30-odd listed companies that have already gained 
shareholder approval? 


Speakers include: 


JOHN WATSON. Taurus project director, the London Stock Exchange. 

DENNIS SHERWOOD, Partner Coopers & Lybrand Ddoitte. 

ROY BELL, Head of Securities Administration, Postel Investment 
Management 

HOWARD DOLLING, Manager, Investment Operations, Provident 
Mutual. 

JOHN G LIBERT, Head of Markets Development, Midland Securities 
Services. 

JOAN HARD IE. Transition Project Manager, the London Stock 
Exchange. 

SIMON THOMAS, Director, Davis International Banking Consultants. 

The fee for the conference is £325 plus VAT (or equivalent dollar amount) per 
delegate: discounts are available Tor multiple bookings. 

To receive fail details together with a conference brochure and registration form, 
fill in form below and return it io: 

Alice Huang, 

Equity International Conference Services. 

39-41. North Road, 

London N7 9DP 
Tel: 071-607 5322 
Fax: 071-700 5645 



Oneday conference 
Wednesday, October 21, 1992 
The London Hilton 

The final run-in to Taurus 
begins this autumn: the right 
decisions now are crucial 


Organised by 


separate workshops 
for operations managers] 
and company 

p — — — — — — — — — — — — — — — ^ s e creta ri es 

Please sand me details ot the conference Taking Taurus live 1 on October 21 at 
Name (Mr/M ns) ... 

Company — 



-INTERNATIONAL' 

Sponsored by 


Address ..... 



MIDLAND 

SECURITIES SERVICES 
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COMPANY NEWS: UK 


Community Hospitals shows 16% increase 


By Jane Fuller 

COMMUNITY Hospitals Group, 
which runs private hospitals 
and nursing homes, increased 
pre-tax profit by 16 per cent to 
£6.75m to the 12 months to the 
end of June. 

The rise, from £5-81m, came 
on turnover up 20 per cent to 
£42.lm (£35.lm). The pre-tax 
figure compares with the £7m 
given by the company in 
March as its "best view" of the 
full-year outcome. 

Although the tax rate was 
lower, growth in earnings was 
limited to less than 3 per cent, 
from 15.6p to I6p per share, by 
extra shares in issue after last 
year’s £io.4m rights issue. 

Sir Peter Thompson, chair- 
man, said the company had 
had about nine rights issues 
since 1981. Now it had reached 
a stage where organic growth 
could be financed in-house. 

This might mean gearing ris- 
ing to between 50 and 60 per 
cent as capital spending con- 
tinued. It was £2lm last year 
and would be nearly £20m this 
year. 

In June, net debt stood 
at £22m, gearing of 33 per cent, 
compared with £4m and 7 per 
cent at the end of the pre- 


vious year. Mr David Croker, 
finance director, said £1.6m 
(£l.lm) of interest had been 
capitalised. 

The hospital division, which 
has 10 units and 480 beds, 
increased operating profit 
by 14 per cent to £5.6m on 
turnover up 17 per cent to 

£36. Lm. 

While the recession had 
reduced income from self-pay 

patients, the insured market 
continued to grow and changes 
in the National Health Service 
had created contracting oppor- 
tunities. 

Continuing care Improved 
profit by 56 per cent to £l-25m 
on £6m turnover. Mr Alan 
Dexter, chief executive, 
said the market was being 
driven by the Increasing 
number of elderly people, par- 
ticularly those over 85, where 
one in five suffered from 
dementia. 

In addition to t be group's 
eight nursing homes, clusters 
of sheltered fiats and cottages 
were being developed alongside 
its main sites. Services could 
also being delivered to people 
in the community. 

A proposed final dividend of 
4.lp lifts the total from 6p to 

6Jjp. 





Sir Peter Thompson: organic growth could now be financed In-house 


• COMMENT 

No sooner did Community 
Hospitals bite the bullet by 
deciding to fund future growth 
with debt in preference to 
paper than interest rates shot 
up. One analyst hastily down- 
graded a 1992-93 forecast from 
£7 .5m to £72m pre-tax "as a 
gesture" towards what higher 
financing costs might mean to 


a group whose debt was £22m 
and rising. While an ageing 
and increasingly infirm 
population win undeniably 
fuel the health market, the 
impact of NHS reforms and 
the Care In the Community 
legislation due next spring is 
less easy to predict. Trust 
hospitals, for Instance, will 
increase competition. The 


£7.2m forecast gives a prospec- 
tive p/e of less than 12 on 
yesterday's close of I9ip. 
This Is a comparatively low 
rating for a company in an 
expanding market and the 
stock is worth holding. How- 
ever, earnings growth has been 
muffled first by extra equity 
and now by finance costs and 
rising tax. 


Hoskyns plans job cuts to 
reduce central overheads 


BDM beats flotation forecast 


By Alan Cane 

HOSKYNS, the computer 
services company, is malting 
redundant 150 of its 3.000 
employees in preparation for 
what it sees as a long haul to 
the end of the recession. 

About one third of the total 
are senior managers. Mr Geoff 
Unwin, chairman, said the 
restructuring move was 
designed to reduce central 
overheads while leaving intact 
staff dealing directly with cus- 
tomers. 

He said the business plan for 
the year had been based on a 
belief that the recession would 
have started to lift by the end 
of 1992. Yesterday be said there 
was no sign of an improve- 
ment, "and no compelling rea- 
son why there should be one. 
We are pessimistic about next 
year". 

The company, which is 
owned by Cap Gemini Sogeti of 
France, Europe's leading com- 
puting services company, said 


it would further focus its activ- 
ities on the finance sector and 
on outsourcing - running cus- 
tomers' computer systems for 
them - which have been tradi- 
tional strengths. 

The company had a unbro- 
ken record of growth until 1991 
but the recession has hit the 
computing services sector hard 
as prospective customers have 
postponed or cancelled new 
projects. 

At the half-year stage Hos- 
kyns made pre-tax profits of 
£5.6m on sales of £95.7m. 


Boots drug launch 

Boots briefed analysts 
yesterday about Manoplax, its 
new heart drug, and 
announced it would launch the 
medicine in the UK on Septem- 
ber 21. The company said it 
expected to receive licences In 
the US and France shortly, but 
refused to provide estimates of 
potential sales. 


By Paul Taytor 

BRITISH DATA Management, 
the London-based data storage 
and management specialist 
which was floated on the Stock 
Exchange just before the gen- 
eral election, yesterday 
reported full-year results ahead 
of its flotation forecasts. 

Pre-tax profits in the year to 
June 30 more than doubled to 
£2.5ra, against £ 1.14m a year 
earlier, comfortably beating 
the forecast of £2 ,38m, 

Turnover increased to tl3m 
(£12.7m), buoyed by strong 
demand from the offshore oil 
industry for data storage facili- 
ties. 

Operating profits at £3.59m 
(£2.3lm) also exceeded the 
£3.5m forecast at the end of 
March. 

Helped by lower-than-expec- 
ted tax charges and interest 
cost, earnings per share 
increased to H.9p (78p) out of 
which the company will pay a 
maiden dividend of lp, as 
expected. 


Britannia Data Management, 
BDM’s main operating subsid- 
iary and the UK’s largest con- 
tract storer of oil exploration 
data for leading oil companies, 
delivered the strongest perfor- 
mance. recording a 90 per cent 
increase In operating profits. 

Britannia Storage Systems, 
the specialist racking systems 
company, also enjoy ed "spec- 
tacular growth” with sharply 
higher operating profits. How- 
ever. Eurocrate, although 
remaining profitable, suffered 
from the "severe impact of the 
recession on the domestic and 
commercial removals market” 

Mr Stephen Crown, chair- 
man, noted that during the 
year BDM set up additional 
data storage facilities in Aber- 
deen to service the buoyant 
market for off-site storage ser- 
vices required by the oil indus- 
try. He said demand since 
opening had been so strong 
that the group was now 
looking for a second Aberdeen 
property. 

Despite the recession. Mr 


Crown said the volume of data 
stored and handled in the 
south-east continued to grow 
steadily. Reflecting this, BDM 
acquired the London-based 
data storage business of the 
Exclusive Group for ZlASm 
last month. 

Since the end of the financial 
year BDM has won two new 
five-year contracts for library 
and data management services 
from British Petroleum, valued 
at more than £l.6m a year. 

In addition, the group 
recently formed an alliance 
with US-based Ovation Data 
Services, which will now carry 
out all computer tape copying 
at BDM's storage site at Couls- 
don in London. 

Mr Crown said the main 
focus for the company in the 
next year will be to expand 
organically, “using our strong 
financial position to expand 
our presence in our chosen 
markets, including upgrading 
our information technology- 
based systems for ourselves 
and our customers." 


Waterford 
Foods aided 
by UCD 
purchase 

By Tim Coone 

WATERFORD FOOD S, tbe 
largest dairy processor in the 
Irish Republic, announced a 13 
per cent Increase in pre-tax 
profits to I£&69m, or £8. 34m, 
after amortisation of goodwill, 
for the six months to June 

30. 

Turnover advanced by IS 
per cent to IE250m. 

The company said that “very 
good performances were 
recorded by all our businesses 
except the UK fruit juice 
operations where results were 
below expectations. The first 
half also benefited from the 
acquisition of United Co-opera- 
tive Dairies (UCD) la Decem- 
ber 1991.” 

The company's 2-for-9 rights 
Issue last February raised 
I£24-3m. It completed the pur- 
chase of Express Foods, 
Ireland in July, at the same 
time as taking 100 per cent 
control of Premier Dairies, the 
principal supplier to the Dub- 
lin liquid milk market 

The latest two acquisitions 
cost I£89.6m, bringing tbe 
total spent on acquisitions 
over the past four years to 
some X£200m. 

The company said that 
“major progress” was being 
made in restructuring the two 
neighbouring dairy companies 
it acquired in the UK, Healds 
in 1989 and UCD in 1991, and 
that significant benefits would 
come through over the next 18 
months. 

Healds and UCD have a com- 
bined milk pool of 60m gal- 
lons, and a combined market 
share Cor liquid milk of about 
25 per cent in the north- 
west region around Manches- 
ter. 

Mr Stephen O’Connor, man- 
aging director, said a broaden- 
ing of the company's product 
portfolio and cost competitive- 
ness were group priorities and 
that the recent acquisitions 
gave the directors confidence 
for Waterford's future as “a 
large, international, consumer- 
orientated food business.” 

Goodwill amortisation of 
I£62 1,000 held bade earnings 
per share to 4-29p (<L21p). An 
Interim dividend of l.ISp 
(l.lp) is declared. 


BASE RATE 

With effect from 

Wednesday 16th September 1992 
Coutts&Co 
have increased 
their Base Rate 
from 10% to 12% 
per annum. 

All fitcilidcs (including regulated consumer credit agreements) 
with a race linked co Courts Base Rate will be varied accordingly: 




440 Strand, London WC2R0QS 



BANK OF SCOTLAND 




Bank of Scotland 
announces that with 
effect from Wednesday 
16th September 1992 its 
Base Rate has been 
increased from 
10.00% per annum to 
12.00% per annum. 


4K<° BAliE OF SCOTLAND 

A FRIEND FOR LIFE 


Sta 




Base Rate 


On and after 
16th September 1992, 
Standard Chartered 
Bank's Base Rate for 
lending is being 
increased from 
10.00% to 12.00% 

Standard Chartered Bank 

Head Office: 1 AMermanbury Square, London EC2V 7SB 
Tel 071 280 7500 - Telex 885951 


New acquisitions 
behind 18% jump 
to £6.2m at SBJ 


By Andrew Jack 

ACQUISITIONS BY Steel 
BurrlU Jones, the insurance 
group, allowed pre-tax profits 
to rise 18 per cent to £&23m In 
the six months to June 30. 
However, organic growth 
proved disappointing. 

Turnover rose 20 per cent to 
£24.5m. while expenses 
increased 23 per cent to 
£22Jm. 

Mr Tony Keys, finance direc- 
tor, said profits would have 
fallen without the contribu- 
tions from SBJ Regis Low and 
Nelson Steavenson Bloodstock, 
which were bought earlier this 
year. 

He said underlying expenses 
- disallowing the impact of 
the new companies - were 
down 3 per cent, as a result of 
staff reductions and tight con- 
trol on wage increases. 

Tbe acquisitions also helped 
boost Investment and other 


income to £3.8m, compared 

with £18 m last time. 

Income fell from divisions 
including SBJ OH & Gas. SBJ 
Marine and the North Ameri- 
can operations, which experi- 
enced increased competition. 

Earnings per share fell i.Llp 
to 8.77p but the interim, divi- 
dend is maintained at L25p, 

Mr David Beresford Jones, 
chairman, admitted that the 
results had not fulfilled direc- 
tors' expectations at the time 
of the 1991 annual report, due 
mainly to a disappointing per- 
formance from wholesale 
insurance. 

He said he saw no signs of 
Improvement during the rest til 
the year for the company's 
three principal areas of activ- 
ity. 

He anticipated continued dif- 
ficulties for wholesale Insur- 
ance and lower profitability 
from Regis Low than during its 
lest year before acquisition. 


BOARD MEETINGS 



Corres - Total Total 

Currant Date at ponding lor last 

payment payment dividend year year 


Abbott Mead Int 3t Oct 30 2.8 - 8.4 

Alumase .fin 7.4S Oct 30 88 11 10 

BrttWi Data fin 1 Nov 11 - 1 

Cakre Int 8 Jan 4 B - 12 

a int 0.625 Jan 4 0.825 - 2.05 

Ctom Bros fin 5.5t Oct 29 6 9.5 84 

Community Heap tin 4.1 Nov 2 3.8 6.5 8 

Dartmoor tnv Tst^.int 2.5t Oct 30 2.4 - 114 

FBD § int 2+ Oct 23 1.8 - 3.6 

Finlay (Jamas) .Int 2 Jan 5 2 • 4.15 

Helical Bar let 2.4 Oct 16 2.4 - 4 

Ungapan int 14 Oct 30 1 2 2 

LGW 9 int 1.125 Oct 30 nU - nil 

AtagoM .bit 1.251 Dec 11 1J2 - 34 

(Ml Ind tmprovl fin 15 Jan 15 15 23 22 

Ouarto Int 1.6125 Dec 4 1.8125 - 5.25 

Stag Furniture Int 1.5 Nov 23 24 -6.5 

Steel Burrffl Int 4.25 Nov 5 4-25 1325 

Try Ini 0.5 Oct 30 2 - 6 

Waterford Food* Int 1.154t Nov 8 1.1 2.62 


Dividends shown pence per share net except where otherwise stated. 
tOn Increased capital. SUSM slock. 4>rish pence. 


Barclays Base 
Rate Change. 

Barclays Bank PLC and 
Barclays Bank Trust Company Limited 
announce that with effect from 
16th September 1992 their Base Rate 
increased from 10.0% to 12.0%. 





BARCLAYS BANK PLC AND BARCLAYS BANK TKU5T COMM NY LIMITED. 
REGISTE RED O PPlQgiiM LOMBARD STREET, EC3P3AH. 
REGISTERED NUMBERS: 1026167 AND 920880. 


Bank of Ireland 
Base Rate 


Bank of Ireland 
announces that with 
effect from close of business 
on 16th September 1992 
its Base Rate is increased from 
10.00% to 12.00% 



Bank or Ireland 


Area Office, 36-40 High Street. Slough, Berkshire SL1 1EL 


Hill Samuel 
Base Rate 

With effect from the close of business 
on Wednesday 16th September, 1992 
and until further notice, 

Hill Samuel Bankas Base Rate is 


12 . 0 % 


per annuo. 


AM facilities (including regulated consumer credit 
agreements) with a rate of Interest linked to 
1IH1 Samuel Bank’s Base Rale will be varied accordingly. 



Hill Samuel 


Hill Samuel Bank Limited 
100 Wood 5 (root . London EC2P 2AJ 

A Mefibrr efTht SecuHiin andFulum Authority. 


BASE RATE 

With effect from close of business on 
16th September 1992 
Base Rate is increased from 

10% to 12% 


All facilities Qncludmg regulated consumer 
credit agreements) with a rate of interest 
linked to Yorkshire Bank Base Rate 
will be varied accordingly. 


Igp \brkshire Bank 


Head Office: 20 Morion Way, Leeds LS2 8NZ 


fj National 
Westminster 
Bank 

National Westminster Bank 
announces that 
with effect from 
16 September 1992 
its Base Rate 

is increased from 

10.0% to 12.0% per annum. 

AU "* ll,aIcd «>nsunicr credit 

a ratC of intwest linked to 
NjtWfcst Base Rate will be varied accordingly 

- 
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FINANCIAL TIMES SURVEY 



EARLY 200 Cana- 
dian and US mining 
companies are now 
operating In Latin 
America. They have been 
encouraged to look south by a 
convergence of two trends: 

• The North American min- 
ing industry perceives itself to 
be beleaguered by increasing 
government restrictions, regu- 
lation and taxation while being 
constantly sniped at by a well- 
funded environmental lobby 
which is sapping public sup- 
port for exploration and min- 
ing. 

• Meanwhile, Latin American 
countries in recent years have 
become committed to fin a n cia l 
and trade liberalisation, dere- 
gulation, tax reform, increased 
direct foreign investment, debt 
reduction and monetary and 
fiscal adjustment. This change 
in direction has been achieved 
at a time when democracy is 
spreading through the region. 

Latin American countries 
are competing strongly for for- 
eign investment dollars and 
technical expertise, are offer- 
ing the mining industry pre- 
ferred tax treatment, security 
of mineral tenure, government 
joint ventures and prompt gov- 
ernment response to, and assis- 
tance with, development pl ans 
and proposals. Profits, when 
they are made by the foreign 
mining investor, can be repa- 
triated and even capital can be 
returned - an important con- 
sideration because no mine 
lasts for ever. 

Environmental and safety 
standards applied in Latin 
America are comparable with 
those in the US and Canada 
but the permitting process now 
is very much Quicker. For 
example, Cambior, a Canadian 
company, is bringing a big 
<250,000 ounces a year) gold 
mine into production in Guy- 
ana in only two years. Miners 
claim this would not have been 
possible in North America. 

Then there is the associated 
cost - between 6 and 10 per 
cent of the cost of a new gold 
mine in North America today 
goes on environmental review 
and permitting. Moreover, 
companies can often acquire 
assets in Latin America at 
prices equivalent to one-third 
of those in the US or Canada. 
Latin America has. a long 


LATIN AMERICAN MINING 

Thursday September 17 1992 

Big international mining companies are intensifying 
their operations in Latin America. They are drawn by 
its wave of economic reforms and by the scale of its 
untapped mineral reserves. Kenneth Gooding reports 

The continent rolls 
out the carpet 
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□ Wivas of Bolivian tin miners back fheir husbands'* grievances □ Port faculty for La Escondido. Chile’s newest copper mine, can load 1,000 tonnes an hour 



G Break time In a four centuries-old Bolivian silver mine 


mining tradition so skilled 
labour is available but pay is 
much lower than in Canada or 
the US. An experienced miner 
in the region earns about $1 an 
hour. Add on social benefits of 
50 cents and the total cost to a 
company is $1.50 an hour 
which is roughly one tenth of 
the cost of a miner in a compa- 
rable job in Canada or the US. 

Of course, there are also 
some drawbacks to mining in 
Latin America. The greatest is 
the political risk. 

With few exceptions, the 
nations of Latin America have 
a history of revolution, politi- 
cal overthrow, dictatorship, 
military rule, TMHnfmlimHrw i 
of foreign investment, frequent 
rampant inflation, currency 
destruction and extreme pov- 
erty for most of their people. 

However, a number of Latin 
American nations have 
adopted “Brady Plan” econom- 
ics and are working with com- 
mercial bank lenders to rear- 


range their outstanding non- 
performing debt. Serious 
attempts are being made to 
haiywpg budgets. Inflation rates 
are below 30 per cent and still 
falling . Tight money policies 
are in vogue, tariffs are being 
reduced, economic deregula- 
tion is current, free trade 
agreements between neigh- 
bouring states ahd regional 
economic integration are mak- 
ing some progress. 

Now the debt crisis seems to 
have passed, Iatin America is 
again attracting international 
finance. Last year the interna- 
tional community invested 
$12bn in Latin America, much 
mote than went into eastern 
Europe (&3bn) and about half 
the investment in North Amer- 
ica ($32.2bn). 

Nevertheless, the tree-mar- 
ket reforms sweeping Latin 
America remain tenuous, 
partly because few of its 
nations have established sound 
institutions on which democ- 


racy and a capitalist economy 
can be firmly built 

Since the begin ing of this 
year Venezuela has been 
thaiciai by an army uprising; 
Peru’s President Alberto Fuji- 
mori seized dictatorial power; 
Bolivia's president Jaime Paz 
Zamora threatened to close 
congress; and President Fern- 
ando Collor de Mello of Brazil 
faces possible impeachment 

Peru also temporarily pulled 
out of the Andean Pact, the 
regional trading agreement. 
This might seriously affect its 
mining industry as metal 
exports to other Pact countries 
will now attract duty. 

This sequence of political 
events must have given those 
mining companies already 
committed to Latin America 
cause for concern. But what of 
those wondering whether to 
take the plunge? 

To attract mining companies, 
a country or region must have 
the right type of geology and a 


favourable "enabling” environ- 
ment - that is infrastructure, 
legal systems, official policies 
ami institutional development. 

There is no doubt about 
Latin America’s geological 
potential. Already it provides 
about one third of the western 
world’s copper, one third of the 
tin, about one quarter of the 
bauxite (the (raw material for 
aluminium) and more than io 
per cent of the gold. 

inlng companies at 
present are searching 
primarily (in order of 
preference) for copper, gold 
and rinc in Chile; for silver and 
copper in Mexico; tin, gold, 
copper and zinc in Bolivia; cop- 
per, zinc and gold in Peru; cop- 
per in Argentina; copper and 
gold in Panama; nickel and 
gold in Venezuela and gold in 
Costa Rica. 

One bonus for the incoming 
mining companies is that 
much of Latin America has not 


been properly surveyed for 
mineral wealth so the potential 
for bagging an elephant (min- 
er’s jargon for finding a really 
huge mineral deposit) is much 
greater than in North America. 
The most favourable mineral 
potential seems to be in an 
area along the Andes moun- 
tains. extending from northern 
Peru to the southern tip of 
South America. There is also 
the so-called “Venezuelan 
Arch” which extends across 
Venezuela, Guyana and Suri- 
nam and has considerable base 
metal and gold potential. And 
Brazil is known to have vast 
reserves of minerals. 

As for the "e nabling ” envi- 
ronment, governments have 
been doing their best to change 
the rules and regulations to 
help encourage inward mining 
investment, frequently follow- 
ing (with some modifications) 
a pattern pioneered by Chile. 

This allows repatriation of 
capital and profits with limited 


restrictions while total taxes 
on profits are generally 30 per 
cent or less. (The marginal cor- 
poration tax rate in Canada is 
49 per cent). 

Brazil is the outstanding 
exception because of a clause 
in Its 1986 constitution that 
prohibits foreign companies 
from holding majority interests 
in mining operations. Since 
that was enacted, investment 
by international mining com- 
panies in Brazil has slumped 
from $37 -5m a year to $22m. 

In some countries road and 
Tail networks are poor, finding 
enough water can often be a 
problem and electricity sup- 
plies can be unreliable, particu- 
larly during the present 
drought which is badly affect- 
ing hydro-electricity supply in 
the north of the region. 

Guerrilla activity is also a 
fact of life and death in Latin 
America and guerrillas with 
political motives frequently 
take violent action against 


mines to make their point. 
Security costs can be high. 

Individual wildcat miners, or 
garimpeiros. can also be a 
threat. They will often swarm 
in when a rich deposit is found 
and can remove a remarkable 
tonnage of ore in a very* short 
space or time. They pay no 
attention to ownership rights 
but governments are often 
reluctant to take action against 
garimpeiros, particularly if 
they are in a remote area. 

Nevertheless, in spite of the 
political and other risks, ana- 
lysts expect a steady stream of 
mining newcomers to arrive in 
Latin America for some years 
to come. North American com- 
panies in particular are being 
driven south by spiralling envi- 
ronmental and operational 
costs, high taxes and lack of 
exploration incentives at home. 
Most important of all, good and 
large-scale ore bodies have 
become very difficult to find in 
Canada and the US. 
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TECK CORPORATION 

MINING FOR THE FUTURE 



The Quebrada Bianca project at 4200 metres in the Andes Mountains of Chile. 


Teck has been Canada’s fastest growing diversified mining 
company for two decades, and intends to continue this record through new 
mine development which presently include die Quebrada Blanca copper 
mine in Chile and the Louvicourt copper, gold mine in Quebec. 

These will augment Teck's existing mining interests which 
include Canada’s largest gold mine at Hemlo, Ontario, Highland Valley 
Copper and two coal mines in British Columbia, the Niobec mine in 
Quebec and the Polaris zinc mine in the Arctic Islands. 


Head Office: 200 Bunrard Street, Vancouver, British Columbia V6C 3L9 
Phone: (604) 687-1 1 1 7 Fax: (604) 687-6100 Telex: 04-507709 
Branch Offices in Toronto, North Bay. Kamloops, St John’s, Reno & Denver 



WJE DO RIO DOCE 

* 

* 



THE RIGHT ORE 



AT THE RIGHT PLACE 



AT THE RIGHT TORE 


One of the world’s major mining companies, Companhia Vale do Rio Doce also owns the largest iron 
ore reserves on our planet: over 35 billion tons. With a market share of some 25% of the seaborne 
iron ore trade, CVRD supplies steel-milk in 32 countries in all continents. Companhia Vale do 
Rio Doce is famed worldwide for its keen competitive edge, as well as for quality, reliability and 
customer service, CVRD ore is delivered with the right specifications, at the right place, at the 
right time. This is the commitment of Vale do Rio Doce, This is the Vale do Rio Doce guarantee. 
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.□Primitive conditions: Serra Pelada gold mine near Marabd city, in Pari state, north Brazil 


■ BRAZIL 


Swing to nationalism 
deters the investors 


AS A result of its nationalistic 
restrictions combined with 
domestic recession, Brazil’s 
mining sector is suffering a 
dramatic investment crisis, in 
spite of having one of the 
world's richest subsoils. 

While other countries in 
Latin America have been 
busily c hang in g their laws to 
encourage and compete over 
inward investment, Brazil's 
mining code of 1988 seems posi- 
tively designed to frighten off 
foreign Investors. 

Mr John Guzman, head of 
Rio Tin to Zinc in Brazil, says 
“if there’s one sure way to dis- 
courage foreign investment it 
is the current law which is 
totally out of step with the rest 
of the world. Instead of protect- 
ing the country it is hurting 
it." 

According to figures of the 
National Mining Department 
(DNPM), investment is now 
down to a fifth of what it was 
10 years ago and fell from 
SL22m in 1988 to $46 .2m in 1990. 
Last year it was even lower. 

Brazil is one of the world's 
biggest producers of tin, baux- 
ite, al uminium and iron ore. Its 
iron ore reserves are believed 
to be equivalent to about a 
third of the world's total, its 
bauxite reserves are the largest 
in Latin America and it has 
important deposits of manga- 
nese. zinc, gold, tin, copper, 
kaolin, chromium and precious 
and semi-precious stones 
among many others. 

Yet relatively few of these 
minerals have been produced 
in significant quantities and 
Brazil's current mineral pro- 
duction represents only about 
2 per cent of GDP - for below 
its potential. The foil in invest- 
ment is expected to result in 
an increase in mineral imports 
by the end of this decade. 


BRAZIL MINERAL OUTPUT TONNAGE 
(excludes ofl and ga»> 



1990 (revised) 

1951 (provisional) 

Bauxite 

9.078.203 

10.310,000 

Asbestos 

232^32 

233.100 

Kaolin 

710,000 

839.600 

Lead (1) 

9,291 

8,600 

Cooper 11) 

34,441 

37.000 

Chromite 

256,453 

336.900 

Oiaiomile 

13.279 

12,400 

Tin (D 

39.149 

29.900 

Iron ore 

152,250.000 

150,000,000 

Natural phosphate 

2,967,916 

3.278.600 

Fluorite; acid grade 

59,630 

54,800 

Met grade 

24,850 

48.900 

Gypsum 

827,953 

880^00 

Manganese 

£361.716 

1.968.800 

Pyrochtor® 

17.648 

18,100 

Nickel (1) 

1,459,247 

1,590.000 

Gold (kilogrammes) 

101.728 

89,109 

Scheelite (1) 

513 

aoa 

Zinc (i) 

132.000 

134.100 

l“ u.eUl m ccnc«ntra.-«. 
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Mr Jose Mizael. executive sec- 
retary of the Brazilian Mining 
Institute, attributes the situa- 
tion largely to the restrictions 
on foreign investment intro- 
duced in the highly nationalist 
19SS Constitution. This prohib- 
its foreign companies from par- 


Brazil Is one of the 
biggest producers of tin, 
bauxite and aluminium 
and contains a third of 
the world's Iron ore 


ticipating in the mining sector 
unless they have a majority 
Brazilian partner. Those 
already operating In Brazil 
must find a local partner to 
take control or industrialise 
production by this October to 
process minerals, or leave. 

Brazilian partners are hard 
to find in the current economic 
climate with recession in Its 
third year and interest rates at 


more than 30 per cent a month, 
and Brazilian business has lit- 
tle tradition of investing in the 
mining sector where returns 
can often take 10 years. 
Around half of current total 
investment is provided by 
Companhia Vale do Rio Doce 
(CVRD), the well respected 
state mining company, but 
state companies have had their 
budgets slashed as part of the 
government’s austerity pro- 
gramme. 

The 1988 Constitution could 
hardly have been more effec- 
tive at deterring foreign invest- 
ment in mining. Those foreign 
companies that had already 
industrialised such as RTZ, 
which has been in Brazil 20 
years, stayed but those which 
were exploring have pulled out 
or significantly reduced invest- 
ments. 

The country's backward min- 
ing code is not the only impedi- 
ment. Much of Brazil's untap- 
ped mineral wealth lies In 


remote parts of the Amazon 
where lack of infrastructure 
means high transport costs and 
environmental concerns mean 
taking special, and often 
costly, measures. Some is in 
the territory of Indian reserves 
where Congressional approval 
is required for exploration. 

Consequently until now the 
Amazon has largely remained 
the territory of garimpeiros - 
wildcat gold or tin miners who 
operate Illegally throughout 
the jungle. Efforts in 1990 by 
the government of President 
Fernando Collor to wipe out 
the estimated 300,000 garimpei- 
ros by dynamiting their air- 
strips petered out but lower 
gold prices and an exhaustion 
of easily accessible gold has 
reduced garimpeiro produc- 
tion. According to the DNPM, 
last year for the first time pro- 
duction from mining compa- 
nies outweighed that from gar- 
impeiros. 

What formal investment is 
going on in mining is aimed at 
maintaining Brazil's place in 
the world rather than advanc- 
ing production. Last year min- 
ing production fell around 
per cent to around SlObn 
mainly because of a decrease 
in gold and iron production. 
Gold production fell 12.4 per 
cent to 90 tonnes while iron ore 
production fell 1.5 per cent to 
lSOm tonnes. Exports increased 
7.2 per cent to $3.05bn of which 
8$ per cent was iron ore, but 
the country had a mineral 
trado deficit of nearly ¥2bn 
largely due to petroleum 
Imports. 

The country's only new large 
project in recent years was 
Carajas, the world's biggest 
high grade iron ore mine with 
estimated reserves of l.4bn 
tonnes. Built by CVRD, the 
$4bn project, which involves a 


special railway and port, has 
been coming on line since 1983. 
Situated In the Eastern Ama- 
zon the project has won world- 
wide credit for showing that 
environment and development 
can coexist 

As a direct effect of foiling 
investment, Brazil has had ho 
significant discovery for more 
than a decade despite its con. 
slderable mineral riches and 
the situation is expected to 
deteriorate. More than half the 
country’s geologists are unem- 
ployed and Mr Otto Bit tea 
court, fl director of DNPM, 
says, “we’ve retarded the dl* 
co very of now minerals. Geo- 
logical mapping is foiling fur- 
ther behind and this will have 
a very negative effect In the 
future". He points out that a 
recent World Bank report said 
Brazil’s mining sector has 
capacity to absorb average 
investments of 3300m a year. 

In response to the situation, 
the Collor government has sent 
a project to Congress to end 
the discrimination against for- 
eign capital as part of its mod- 
ernisation programme. Mr Bib 
tencourt says, "everyone's 
competing for investments so 
we need to make sure we at 
least offer the same condi- 
tions". 

However, although there is 
considerable consensus behind 
the change, constitutional 
amendments require a three- 
fifths vote and, with Mr Collor 
currently besieged by a torrent 
ot allegations of corruption 
which could result in his 


More than half (ha 
geologists are 
unemployed and there 
has been no big And (or 
over a decade 


impeachment, the new legisla- 
tion is unlikely to be approved 
in the near future. Moreover, if 
Mr Collor does not survive, his 
successor. Mr Itamar Franco, 
the current vice-president. Is 
expected to bring in as minis- 
ter of mines Mr AureUnoo 
Chaves, a man known for his 
strong nationalist tendencies. 

Christina Lamb 


BOLIVIAN mining has two 
. feces. There is the public face 
which is crumbling, and the 
private face which looks better 
with each passing day. 

Unfortunately for cash 
starved Bolivia, potential pri- 
vate investors take one look at 
the state mining corporation, 
iGomibol, and .get the jitters 
about the industry as a whole. 

' They should not do so because 
' Bolivia has many thriving pri- 
vate mining enterprises, which 
are the key to the country's 
long-term prospects. 

In the public sector, the pres- 
ent government has introduced 
a new mining code and opened 
; up Comibol to joint ventures 
! with private corporations. 

I Unfortunately no amount of 
legislation will reform this 
loss-making, bloated and ineffi- 
cient organisation. Relatively 
strong mining unions realise 
joint ventures mean the end of 
their political clout and are 
fighting them all the way. 

In contrast, the government 
! is weak, disorientated and 
\ coming up for re-election. Com- 
i fool’s entrenched middle man- 
i agement and technicians, 

! knowing that joint ventures 
| will cost them their jobs, seems 
{ to be doing their utmost to 
« delay and di smiss such d eals , 
i Since the concept of joint 
i ventures was first touted as 
| the way ahead for Comibol in 
1 1991, only two deals have been 
] signed, though leasing con- 
' tracts are fairly common. So 
j far, three companies: Minproc, 
r Cominesa, and a subsidiary of 
, Brazil’s Paranapanema, are 
still unable to start up 
! operations due to industrial 

■ action. 

i Comibol recently acquired a 
j new president, Mr Marcelo 

■ Perez, a committed free 
i marketeer with no mining 
| experience, and the much crit- 
icised Comibol board is 


BOLIVIA 


State giant fights a 
losing battle 


strongly rumoured to be about 
to undergo a major shake-up. 

But while the government 
continues to refuse to tackle 
middle management and 
unions, potential joint venture 
partners with Comibol can 
expect much frustration and 
disappointment 

Nevertheless, there is an 
incentive for change in the 


Some say that the 
state-owned Comibol 
should be starved of 
funds and left to die a 
natural death 


form of the World Bank, which 
has been withholding a $35m 
mining credit originally 
approved in 1989, $22m of 
which is earmarked for the 
restructuring of ComiboL 
A team from the World Bank 
has visited Bolivia to evaluate 
recent rearrangements within 
the corporation, which, apart 
from a new president, include 
a major redundancy pro- 
gramme. The team may release 
the credit, but is likely to insist 
on Comibol jettisoning its min- 
ing interests and concentrating 
solely on administering joint 
venture contracts. There is a 
view, however, that it would 
perhaps be better if Comibol 
was starved of funds and left to 
die a natural death. 


MEXICO 

Free market policies adopted by 
Mexico now seem certain to pro- 
duce a sustained period of eco- 
nomic growth, as well as future 
interest by foreign investors keen 
to seize the opportunities offered 
by the soon to be completed 
NAFTA agreement. In the light of 
this, on November 19th 1992, The 
Financial Times plans to publish 
its annual Mexico Survey. 

For advertising information please 
call Paul Maraviglia on: 

071-873 3447/Fax: 071-873 3595 
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Alternatively, under a new 
government, Comibol might be 
disposed of altogether. This is 
the preference of planning min- 
ister Samuel Doria Medina, 
who is convinced that the 
country's constitution will be 
altered to allow the full-scale 
privatisation of the corporation 
some time next year. 

In contrast, the Medium 
Mines Association, an 
umbrella organisation of medi- 
um-sized private mining con- 
cerns, continues to go from 
strength to strength, thanks to 
its ability to adapt for faster 
^hnn Co mib ol to changing mar- 
ket conditions. 

Rolando Jordan, the Associa- 
tion’s general secretary, 
explains: “The 1985 crash in tin 
prices showed us that our 
industry was built on the basis 
of continuing high prices. We 
have learnt our lesson. New 
mining operations we subse- 
quently embarked on used 
modern mining techniques and 
philosophies." 

Overall investment In min- 
ing continues to rise, from 


S53.1m in 19S9 to S80.7m in 1990 
and $96. lm in 1991. Although 
growth last year was a disap- 
pointing 2 per cent, the 
dynamic period from 1987 to 
1990 saw .significant increases 
of between 14 and 53 per cent 
Growth In the Medium Mines 
was around 3.6 per cent for the 
first half of this year. However, 
the ground is being prepared 
for an early revivaL Inli 
Raymi, a subsidiary of Battle 
Mountain Gold, is investing 
some $170m in its existing gold 
and silver operations and 
investigating a promising cop- 
per and gold deposit 
RTZ has uncovered a gold 
deposit in Puquio Norte, which 
is to be exploited by Comsur - 
one example of a successful 
private joint venture partner- 
ship. Cyprus Minerals is confi- 
dent of finalising a joint ven- 
ture exploration deal with 
Comibol covering 100,000 hect- 
ares in the Los Lipez region. 

However, Bolivia’s tradi- 
tional production - tin, tung- 
sten, wolfram and antimony - 
Is geared to survival rather 



□ Bolivian troops protect Canadians from locals angry at foreigners receiving mineral rights 


than profit at present. Mr Jor- 
dan of Medium Mines acknowl- 
edges that five of his current 22 
members may be forced to 
drop out of the organisation by 
the year’s end as a result 
In contrast zinc and silver 
continue to break production 
records. Copper and gold are 
also showing some promise. 
But it is polymetallic seams - 


containing silver, zinc, tin and 
lead — which excite the most 
interest The problem in this 
Geld is that concentrations 
tend to be small and transport 
costs will be crucial to deter- 
mine viability. 

Indeed, infrastructure in gen- 
eral is perhaps the greatest 
physical problem facing min- 
ing companies in Bolivia. This 


Is a country roughly twice the 
size of Spain. Yet much of it is 
without roads, electricity or 
communications links. 

Mr M a t c i a l Garda, explorer 
turn manager with Cyprus Min- 
erals in Bolivia, says: "The 
government needs to invest in 
infrastructure before many 
mining projects can become 
feasible.” 


GOVERNMENTS in Venezuela 
have been talking for years 
about the country's mining 
potential but have achieved 
few concrete results. 

However, the administration 
of President Carlos Andres 
Perez, elected for a five-year 
term in early 1989, Is now mak- 
ing tangible progress. In 1990. 
the Perez government broadly 
liberalised rules on foreign 
investment. Last year it 
reduced the maximum corpo- 
rate tax rate to 30 per cent, an 
important advance for poten- 
tial investors, since most min- 
ing activities previously were 
taxed at around 60 per cent of 
operating profits. 

These measures, with other 
reforms that are turning Vene- 
zuela into a more open and 
competitive economy, have 
helped to make mining more 
attractive to private investors. 

In spite of these advances, 
the overall figures on Venezue- 
lan mining in 1991 were not 
very encouraging. The Central 
Bank reported that mining, 
which grew by 5.3 per cent In 
1990, declined by 3.6 per cent 
last year even as the economy 
expanded vigorously. 

The 1991 results were due 
principally to a sharp decline 
in gold and diamond produc- 
tion. A closer look, however, 
shows that some important 
advances are bring made, espe- 
cially in coal and bauxite, 
while new gold investments 
are under way. 

• COAL: Output at Venezue- 
la’s largest coal mine, located 
in the Guasare coal fields of 
the western state of Zulia. 


VENEZUELA 


The first signs of progress 


reached L2m tonnes during the 
first half of 1992, close to the 
total of approximately l.5m 
tonnes for full-year 199L 
Carbones del Guasare. the 
joint venture company that 
operates the open pit mine in 
Guasare, plans to reach total 
production of 3m tonnes this 
year. Its two partners, Carbo- 
zulia (wholly owned by the 
Venezue l an national oil com- 
pany, PDVSA, and Agipcoal), 
are expected to decide later 
this year on whether they will 
Invest in a rail and port infra- 
structure to help raise produc- 
tion to 20m tonnes per year by 
the end of the decade. 


Last year saw a fall in 
gold and diamonds 
production but coal and 
bauxite output increased 

Cavoven, a joint venture of 
Venezolana de Cementos, a pri- 
vate company, and Mitsubishi, 
produced more than 241,000 
tonnes of coal in 1991 from its 
FQa Maestro mine In eastern 
Venezuela. It plans to reach 

300,000 tonnes this year. 

Other coal production, total- 
ling less than 500,000 tonnes 
last year, came from mines - 
some of which produce coking 
coal - In the western state of 


VEN 

EZUELA MINERAL OUTPUT (’OOOt) 


1990 

1991 

Bauxite 

702 

2.100 

Alumina 

1,405 

1,500 

Aluminium 

595 

605 

Iron ore 

20,120 

19,959 

Coal 

1,572 

2^00 (est) 

Gold (kg) 

7.700 

n.a. 

Source: UMog Annul nertew ibbz 


Tachlra. Coal exports In 1991 
were 1.85m tonnes, up 122,000 
tonnes - or 7 per cent - from 
1990. Exports came from Guas- 
are and Cavoven. 

Most of Venezuela's coal is 
exported. The largest markets. 
In descending order, are the 
EC, Scandinavia, the US and 
the Caribbean. Apart from 
Agipcoal which Is considering 
a large investment to expand 
output at the Paso Diablo 
mine, other international com- 
panies are studying new 
investments at other sites In 
the Guasare fields, which have 
proven reserves of 3S3m tonnes 
and Identified reserves of over 
2bn tonnes. 

These companies include 
Shell Coal and Veba Oel, which 
last year completed geotechni- 
cal and hydrological studies at 
the Socuy mine site; A.T. Mas- 
sey Coal and Cavoven. which 
explored the Mina Norte site; 
and Cyprus Coal which Is 


exploring the Cachiri site with 
Carbo zulia. 

• BAUXITE: After years of 
delays, the government is also 
malting progress in increasing 
production at its bauxite mine 
in Los Pijiguaos, among the 
jungles of southeastern Vene- 
zuela. Bauxiveu, which runs 
the mine, produced 1.94m 
tonnes of bauxite in 1991, up 
sharply from 1990’s total of 

771.000 frames. 

Tbe company made a slow 
start this year, producing only 

270.000 tonnes between Janu- 
ary and June. But officials say 
that production was down due 
to the installation of new 
equipment designed to raise 
the mine's capacity to 3.5m 
tonnes a year and higher. 
Bauxiven is still shooting for a 
production target of 3-3.5m 
tonnes for full-year 1992. 

• GOLD: Production of gold 
and diamonds (the latter are 
often found in deposits of allu- 


vial gold) declined sharply last 
year due mainly to a contrac- 
tion in the n umb er of individ- 
ual miners working sites in the 
southeast state of Bolivar. The 
rich alluvial and undergro und 
gold deposits in Bolivar are 
worked chiefly by thousands of 
free-lance miners, many of 
them - Uke the “garimpeiros” 
from Brazil - working in 
Venezuela illegally. 

Gold is also mined by a vari- 
ety of companies, including 
government-owned Minerven, 
which produced two tonnes of 
gold in 1991 and 784 kilog rams 
during tiie first half of this 
year. Accurate production fig- 

Th on sands of freelance 
miners work the rich 
gold deposits, many of 
them Illegally 

ures are not available due to 
the large number of illegal 
miners. Private sector sources 
estimate last year's total gold 
output at u-19 tonnes, down 
from estimates la previous 
years of around 20 tonnes. (The 
government said that produc- 
tion in 1988 may have reached 
27 tonnes, but other sources 
consider this quite hi g h ) 
Monarch Resources, a Ber- 
muda-based company, is car- 


This year's public invest- 
ment programme is worth just 
$470m, although the figure is 
up on last year and will con- 
tinue to rise in 1993, according 
to finance minister Jorge Qui- 
roga. 

One project which may help 
is a proposed road which 
would, link Bolivia to the 
Pacific . Coast, .And Peru 
recently granted Bolivia access 
to the sea through the as yet 
undeveloped port of Bo. 

While labour problems sig- 
nificantly affect Comibol and 
its joint venture partners, the 
situation could change as pri- 
vate ownership of mines 
becomes more established. 

■ Unions are utterly opposed 
to what they call “privatisation 
through the back door." How- 
ever, individual miners are 
aware that profitable private 
companies provide better pay 
and conditions. Miners In exist- 
ing private operations are far 
less prone to industrial action 
than their public sector coun- 
terparts. 

The message for potential 
investors in Bolivia is that 
mlmng is composed of two sep- 
arate entities: public and pri- 
vate. Those brave souls ready 
to tackle the public sector wih 
need ample reserves of 
patience, perseverance and 
political skill. Is contrast, 
many private sector -ventures 
in Bolivia do work, and work 
welL 

Chris Philipsbom 


rently developing the largest 
gold mining project in Vene- 
zuela . Monarch, which has 
been operating in Venezuela 
since 1987, is investing {23m to 
develop a new mine - Lb 
C amorra - In. Bollrar state. R 
began developing the mine in 
June of this year. Monarch also 
has 10 geologists and a support 
staff of 75 exploring additional 
prospects, and is investing $3m 
on exploration this year alone- 
The company also operates a 
tailings mill (Revemin) which 
last year produced 800 kg .of 
gold. Monarch, with a total 
payroll of 300 in Venezuela, has 
invested around Worn in thB 
country thus for. ft reported a 
loss of J2.9m in 199L In addi- 
tion, Canada’s Placer. Dome Is 
exploring in Bolivar state and 
is studying the possibility of 4 
plant to process tailings- 
Greenwich Resources also fca* 

A small gold operation in Bolt 
var. 

• IRON ORE: Iron ore. which 
is mined and marketed by the 
state-owned Fdrrominera. 
Orinoco, has been a staple 
export product Tor Venezuela 
for decades. Ferrominera h 1 
.1975 took .over mining 
operations formerly owned W 
us Steel and Bethlehem Steg 
when the government derided 
to nationalise the .Iron ore sec* . 
tor. However, the present go*- J 
eminent is studying the privfr . j 
tisation of an iron ore pell# • 
Plant it owns and wants inte£ 1 
national investors to bun*. , 
Plants to produce pre-reducre -> 
iron-ore briquettes for export-' j 

• Joseph Mann j 
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MINING in Chile Is poised for a 
dramatic expansion In the mid- 
1990s. 

The Chilean Copper Commis- 
sion. Cochllco, estimates min- 
ing companies will Invest 
almost $5bn before the end oE 
the decade to explore, develop, 
or expand projects. 

Chile is the world's leading 
copper producer, and about 
S4bn of this foreign Investment 
is being channelled Hitr> new 
copper mines. The country has 
one-quarter of the world's cop- 
per reserves. Cochllco esti- 
mates new Investments will 
raise Chile's copper production 
from l.8lm tonnes In 1991 
(almost a quarter of the west- 
ern world's output) to 2.18m 
tones by 1994. 

Some 3560m in gold projects 
will move Chile up the ladder 
of the world's top 10 gold pro- 
ducers (with silver as an 
important side product), a fur- 
ther 3405m is being invested in 
non-metallics, such as iodine 
and nitrates. 

More than half of Chile's cop- 
per Is mined by Codelco, the 
state-owned Chilean Copper 
Corporation. But Codelco’s 


four mines. Including Chuqui- 
camata, the world’s largest, are 
old. Production is in decline, 
operating costs are rising, and 
the powerful Copper Workers' 
Union, with 19,000 members, 
has blocked management plans 
to reduce overmanning. 

“The strength of the labour 
unions in Codelco is of genuine 
concern. ..and a drag on the 
industry's development," says 
Mr Heikki Solln, the chief exec- 
utive of Outokumpu Copper 
Resources. However, he notes 
that new mines have been suc- 
cessful in dismantling restric- 
tive labour practices. 

At La Escondida, Chile's 
newest copper mine, for exam- 
ple, the 850 min ers are not 
unionised. They work four 12- 
hour shifts and have four days 
off. “The effects on productiv- 
ity are astounding, with almost 
double the tonnes per 
man-hour compared with the 
much older Chuquicamata 
mine," Mr Solln says. Other 
mining executives in Chile say 
they have side-stepped the 
onion issue by hiring the ser- 
vices of contractors. 

Codelco has launched an 


■ CHILE 


Prepared for lift-off 


exploration drive to find new 
reserves. It is close to a deci- 
sion on whether to develop 
Chuqul Norte, a large deposit 
dose to Chuquicamata. 

Most of Chile’s increased 
copper output, however, will 
come from private sector pro- 
jects. Leading the wave of for- 
eign investment. La Escondida, 
the richest copper deposit in 
the world, entered production 
in December 1990. La Escon- 
dida Is owned by BHP of Aus- 
tralia. RTZ and a consortium of 
Japanese smelters led by Mit- 
subishi. 

To finance the $900 m ven- 
ture, La Escondida sold 77 per 
cent of its output hi advance in 
12-year contracts to smelters in 
Japan, Germany and Finland. 
The giant project in the Ata- 
cama desert was completed six 
months ahead, of schedule. 

Mr John Hannah, La Escon- 
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dida's president, says this is a 
tribute to the organisation and 
engineering skills of Chilean 
contractors- La Escondida is 
gearing up to full capacity this 
year. It will produce the equiv- 
alent of 320,000 tonnes of cop- 
per (four per cent of world out- 
put) in the form of 


concentrates (a semi-refined 
product) at Us turquoise blue 
concentrator plant in the Ata- 
cama desert. 

The concentrates are slurried 
down a pipeline to Its own port 
facilities at Coloso, south of 
Antofagasta. La Escondida's 
production makes it the second 


biggest copper operation in the 
world. In February, Mr Hannah 
announced that La Escondida 
would step up production by a 
further 80,000 tonnes - the 
output of a medium-sized mine 
- by 1994. It is testing a 
method to process the extra 
tonnage into pure copper cath- 
odes using a new electrolytic 
technique that does not require 
smelting- 

Exxon Minerals of the US is 
close to completing a 8400m 
expansion programme at its 
Los Bronces copper mine that 
will double production to 
200,000 tonnes a year. Phelps 
Dodge of the US. which is 
expanding its Qjos del Salado 
mine, also plans to develop a 
deposit known as La Cande- 
laria. which is being dubbed as 
Chile's new Escondida. The 
company Is currently search- 
ing for financial backers for 


the $400m-prqject which would 
produce approximately 90.000 
tonnes of copper a year. 

Outokumpu of Finland is 
close to a decision on whether 
to develop its Zaldivar deposit, 
a stone’s throw away from La 
Escondida. Zaldivar would 
require a S300m investment to 
bring into production. A simi- 
lar amount is being sought by 
Cominco of Canada for its Que- 
brada Blanca deposit Finally, 
Royal Dutch/Sbel), Falcon- 
bridge and Chevron are explor- 
ing the Collahuasi deposit 
close to the Bolivian border. 

The wealth of mining pro- 
jects, concentrated mainly in 
Chile’s desert north, is putting 
a strain on the country’s 
underdeveloped infrastructure. 
Finding water In the driest des- 
ert in the world is as much a 
priority as striking a rich min- 
eral deposit Electricity is also 
in short supply. 

Port facilities are deficient 
La Escondida chose to build its 
own. rather than compete with 
Codelco for Antofagasta's over- 
stretched docks. Phelps Dodge, 
which would ship La Candelar- 
ia's concentrates from the 


small port of Caldera, is 
encountering opposition from 
local fishermen.. 

Another frequent complaint 
of foreign mining companies 
concerns the significant litiga- 
tion costs incurred in defend- 
ing property rights. "There are 
man y savvy Chileans who 
have become millionaires by 
slapping property claims on 
prospected sites," says ont 
executive in Santiago. 

These concerns found their 
way on to a report to the US 
Congress on American trade 
and Investment in Chile. In the 
report, one US company said it 
had abandoned Us mining pro- 
jects in Chile after spending 
$l.5m In legal fees to defend its 
property claim. The company 
said 37 rival concession claims 
were stacked against its claim 
on the basis of a typographical 
error in its paperwork. 

The Mining Ministry 
acknowledges that over-stak- 
ing is a problem. It says it Is 
trying to improve Its record 
keeping for property claims 
and simplify the paper-work. . 

Leslie Crawford 


■ PERU 


Bargains on offer 


IN PERU’S most serious sortie 
yet into privatisation it has put 
its state-owned mining compa- 
nies up for sale, including Cen- 
tromin, which employs some 
15,000 at its seven central 
Andean mines and huge refi- 
nery complex as well as Miner- 
o-Peru and Hierro Peru. 

The government expects to 
have valuations by mid-No- 
vember of Minero-Peru’s four 
principal operations (the Cerro 
Verde copper deposits, San 
Antonio de Poto's goldfield, 
and two refineries, for zinc at 
CajamarquilLa. and copper at 
no). Iron monopoly Hierro 
Peru should be disposed of 
before the year ends: 

Investors are likely to pick 
up state holdings - to be split 
into Individual production 
units for the purposes of sale 
- at bargain-basement prices. 
In the present uncertain eco- 
nomic and political climate 
(the de facto regime has called 
elections for November 22) 
Peru's government knows the 
traditional valuation process Is 

almost meaningless 

"Prices obtained will have 
little to do with real asset 
valuer says Mr- Cartos Dlez 
Canseco, the National Mining 
Society's (SNM) vice-president 
“Projected cash flow will be 
the important factor." He 
repents lively interest particu- 
larly from Canada, Chile and 
Australia. 

Geologically, Peru Is the 
most interesting and varied 
country in Latin America. It 
ranks among the world’s top 
seven mining countries with 
between 10 and 20 per cent of 
total copper and silver reserves 
and about 7 per cent of all zinc. 
There are also Important 
deposits of many other sought- 
after minerals, with gold rap- 
idly emerging as a leader. 

Minerals and metals exports 
bring in some $L6bn a year in 
foreign exchange, equivalent 
last year to around 57 per cent 
of all export revenues. 

Yet it is estimated that only 
12 per cent of Peru’s mining 
potential is currently being 
exploited. Since the military 
government's nationalisation 
of leading fbreign-owned com- 
panies in the early 1970s, the 
sector has suffered from des- 
perately inadequate levels of 
investment in new exploration 
and modern technology. 


The only large company with 
a track record of sustained 
growth is Southern Peru Cop- 
per Corporation (SPCC), pro- 
ducer of two-thirds of the coun- 
try's copper - it has never left 
US hands. 

For years, buoyant interna- 
tional minerals prices and low 
domestic costs masked the 
growing crisis In Peru's mines. 
But a combination of plummet- 
ing world metals prices, rocket- 
ing inflation and local interest 
rates, plus a heavily overval- 
ued currency, have hammered 
the industry since the late 
1980s. To add to producers' 
woes, mining - treated by 
Peruvian governments as a 
convenient cash cow - has 
borne a crushing fiscal burden. 
Indebtedness within the sector 
is running at record levels. 

But things are looking up. 
The SNM has recently had one 
success in its long-running bat- 
tle with the government: as 
from August, the sector is 
enjoying some relief with the 
extension of a tax drawback 
scheme, previously available 
only to Peru’s beleaguered sil- 
ver producers, to the entire 
sector.' ' 

“It's the equivalent of a 10 
per cent currency devaluation 
for miners,'' comments Mr Dlez 
Canseco., “However, we' still 
have to make the government 
see sense and exempt the sec- 
tor from the selective tax on 
fuel.” Severe nationwide elec- 
tricity shortages mean more 
and more mines are obliged 
increasingly to rely on costly 
petroleum. 

The tax reprieve came as the 
industry was claiming to be 
near total collapse. Peru's 
thousands of small “artisanal” 
mines have all but disappeared 
while a quarter of the 60 or so 
medium-sized operations, back- 
bone of the country's industry, 
have been forced either to 
close temporarily or to reduce 
personnel dramatically. The 
spectacle of out-of-work miners 
begging from passing lorries 
on Peru's central highway has 
become distressingly common. 

Only two mining companies 
ended 1991 with a positive bal- 
ance sheet - in first half 1992 
that increased to four, with 
SPCC clawing Its way hack 
from a 339m 1991 loss to a stQl 
small profit after a severe cost- 
cutting exercise. 


SPCC, at least, is demon- 
strating faith in Peru's future. 
In the wake of settlement of a 
longstanding dispute with the 
Peruvian government, the com- 
pany has embarked on a 3300m 
investment programme over 
the next five years. Two elec- 
tro-winning plants scheduled 
to produce almost 40,000 
tonnes a year of copper cath- 
odes, a sulphuric add capture 
plant and a package of environ- 
mental improvements add up 
to SPCCs largest single invest- 
ment in Peru since the mid- 
1970s. 

Newmont Mining Corpora- 
tion, in conjunction with 
Pern's old-established mining 
concern Buenaventura, is also 
putting an initial $36m into 
what promises to be a highly 
profitable gold operation at 
Yanacocha, northern Peru. 

Given the operational prob- 
lems in Pern - from terrorism 
to political uncertainty - 
investments are almost certain 
to be joint ventures. Several 
medium-sized mining compa- 
nies which have long-estab- 
lished link*; with foreign buy- 
ers are in talks over expansion 
or new investment 

The regulations are attrac- 
tive for those bold enough to 
Invest in a country where two 
guerrilla groups still operate 
with relative freedom. Peru is 
now arguably the most liberal 
country in the Latin American 
continent in treatment of for- 
eign capital; red-tape for for- 
eign investors is a thing of the 
past and all profits and royal- 
ties can be freely remitted. 

Peru’s notoriously rigid 
labour stability laws have 
become for more flexible and 
labour is still cheap by interna- 
tional standards. Much room 
for Improvement remains in 
productivity levels, however. 

Principal deterrents to 
investment remain high secu- 
rity costs (equivalent to 5 per 
cent of sales revenue for cer- 
tain mining companies, accord- 
ing to SNM estimates), and the 
still shaky macro-economic 
framework. But local managers 
expect substantial high-level 
interest in Centromin. "With 
decent management, most of 
these state operations could be 
turned round very quickly,” 
says one. 

Sally Bowen 
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MINING has become one of the 
most dynamic sectors of the 
Colombian economy in the last 
decade. 

It now contributes about 17 
per cent of foreign income, 
even though the ambitious coal 
and nickel export projects have 
seen few ups and many downs 
in prices. 

Yet this is just a fraction of 
what it might earn if the gov- 
ernment could create the confi- 
dence needed to attract inves- 
tors who currently perceive 
lower risks in Venezuela and 
Chile. 

Both the Cerromatoso nickel 
plant and the huge Cerrejon 
coal mine were joint ventures 
involving substantial state 
investments. Coal prices are 
now for below those forecast 
when ,E1 Cerrejon was 
approved and the state coal 
company, CarbocoL accumu- 
lated a debt of more than 
SL8bn as production grew to 
14m tonnes a year. Although 
the government recently light- 
ened the burden by shifting 
31bn to the Colombian oil com- 
pany and the nation, the coun- 
try's first large-scale coal 
investment has been a bruising 
experience. 

Partly because of this, the 
government wants to finance 
future mining ventures with 
private and foreign capital. 
There has been talk of privatis- 
ing the state holding in Cerro- 
matoso and several Colombian 
companies, as well as Drum- 
mond, a US concern, by devel- 
oping the country’s abundant 
steam coal reserve. 

With exports worth 8630m in 
1991, Colombia Is already tbe 
world's fourth coal supplier 
and plans to increase its share 
of the international market to 
more than 10 per cent. Domes- 
tic demand should also pick up 
as the government encourages 
new thermal power stations to 
reduce dependence on hydro- 
electririty. 

But private companies oper- 
ating in tbe La Loma-La Jagua 
region have been bedevilled by 
guerrilla actions and extortion, 
and coal projects are behind 
schedule. Although agreements 
with communities to put in 
water services or other infra- 
structure help gain local sup- 
port, guerrilla demands have 
escalated in recent years. “If a 
company wants to work, you 
have to talk with people who 
represent tbe guerrillas,” 
warned a Colombian geologist. 

Mr Jairo Cuevas, manager of 
the state mining company, 
Mmeralco, says investors are 
more concerned about legal 
and tax issues than about vio- 
lence! A constitutional clause 
referring to expropriation is 
apparently to be defused by a 
congressional ruling. Recent 
tax changes allow all profits to 
be remitted, though tbe Initial 
12 per cent levy on remittances 
and the overall tax structure 
favour reinvestment While the 
government is clearly anxious 
to attract capital as part of the 
whole process of opening up 
the economy, other sectors 
may discourage foreign Invest- 
ment in their determination to 
milk it. 

There is no lack of opportu- 
nities, says Mr Cuevas: "Now 
more detailed exploration 
studies are needed. Projects 
have been identified and 
Minetalco has the technical - 
though not the financial - 
capacity to launch them." 

Mineralco's main pro- 
grammes are linked to precious 
metals and stones, particularly 
emeralds, but Mr Cuevas is 
also enthusiastic about finding 
partners to explore and 
develop copper deposits in the 
south-eastern foothills oE the 
Andes. Products derived from 
phosphate-bearing rock nearby 
could be used in the recovery 
process. 

Colombia is famous for its 
high-quality emeralds - and 
equally femous for the violence 
of the rival emerald mining 
gangs, which left more than 
3,000 dead in the 1970s and 
1980s. During tbe last two 
years an uneasy truce has 
allowed production to settle 
down, and the main players 
are planning to establish an 
international emerald bourse 
In Bogota. Some government 
officials welcome this as a w&v 



□ Young prospectors at Muzo, 


Colombia: a green stone with good fire could be worth a fortune 

■ COLOMBIA 


Coal, gold, emeralds 


of "legalising" the emerald 
trade, but others fear that it 
could act as a “legal” umbrella 
for cocaine money-laundering. 

Emerald exports were offi- 
cially worth 8150m in 1991, 
with most of the best stones 
going to Japan. Experts esti- 
mate that emeralds worth at 
least another S150m are smug- 
gled out of the country each 
year. An exceptional deep 


green stone with good fire can 
fetch 825,000 or more per carat 
While the companies dynamite 
and bulldoze for veins at the 
rock fece, prospecting families 
sift through the black sludge 
and debris washed down from 
the mines, looking for the tiny 
gem that might represent a for- 
tune once it gets past the 
thieves and sharp middle-men 
in the mining area. 


Gold also attracts droves of 
prospectors, who are ravaging 
river-banks and polluting 
streams with mercury. Miner- 
alco plans to bring in technical 
experts to improve the recov- 
ery rate and to find ways of 
reducing environmental dam- 
age. There is a 6 per cent dis- 
count on amalgam purchases 
by the Central Bank, partly to 
cover processing and partly to 


try and reduce mercury use. . 

"The geological potential In 
precious metals is phenome- 
nal,” said Mr Patrick Gorman 
of the US-based consulting 
firm, Puma Resources. “There 
is something for everybody in 
the gold business here. 1 know 
a number oT people who are 
interested. But anything has to 
be done with a view to the 
long-term development of the 
country and with respect for 
the people already working in 
these areas." 

Guainia and the Vaupes, two 
areas on the eastern border of 
Colombia with Brazil, are espe- 
cially promising. Although the 
logistics would be complicated, 
inaccessible jangle has Its 
advantages and there is- little 
guerrilla influence in the area. 

From the beginning of 1993, 
the gold martlet will no longer 
be controlled entirely by the 
Central Bank. Although Col- 
ombia has a 1,500-year-long tra- 
dition of fine goldwork, Italian 
technology is being used in the 
first two industrial jewellery 
ventures - one plant is due to 
start exporting gold chains 
next year. Already among the 
world's top 10 gold producers, 
Colombia could benefit from 
its low production costs and 
abundant reserves In times of 
relatively depressed interna- 
tional prices. 

Sarlta Kendall 
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Opec under pressure 
to drive up oil prices 


By Nell Buckley in Geneva 

PRESSURE was growing from 
some members of the Organisa- 
tion of Petroleum Exporting 
Countries yesterday for action 
to drive oil prices up to their 
$21 a barrel target 

Prices have fallen by 15 per 
cent in real terms in the last 
two years, Dr Subroto, secre- 
tary general of the Organisa- 
tion of Petroleum Exporting 
Countries, told the opening 
meeting of its Ministerial Moni- 
toring Committee yesterday. 

The weakness of the dollar 
had pushed real oil prices 
down by more than 6 percent- 
age points since the last Opec 
meeting in May, Dr Subroto 
said in his report to delegates. 

A composite price index tak- 
ing into account inflation and 
exchange rate changes had 
fallen from a base of 100 
in July 1930 to 90.8 in May 
this year, and to 84.47 in 
August. 

His comments prompted Mr 
Gholaxnreza Aghazadeh, the 
Iranian oil minister, to insist 
that Opec should “seriously 


consider” taking action to raise 
prices towards the target set in 
1990 of £21 a barrel for the 
Opec basket of crudes (equiva- 
lent to about £23 a barrel for 
Brent crude). The price stood 
at $19.84 as the meeting began 
yesterday. 

Delegates said Mr Aghazadeh 
was strongly supported by 
other members, including 
Libya, Algeria, Indonesia and 
Venezuela. 

They said there was wide- 
spread agreement among mem- 
bers that prices had to rise, in 
sptte of indications from the 
Saudi Arabian and United 
Arab Emirates' oil ministers, 
as they arrived at the meeting, 
that they were happy with 
present prices. 

Most analysts, however, 
were still expecting Opec to 
reach an agreement that would 
allow its members, except 
Kuwait, to continue pumping 
at present levels. Kuwait 
would be allowed to continue 
to raise production during the 
rebuilding of its oil industry 
after the Gulf war. Such an 
agreement would imply total 


Opec production in the fourth 
quarter of between 24L5m and 
24.7m barrels a day. 

With demand for Opec oil - 
including production and 
stocks - forecast at about 25.7m 
b/d by the International 
Energy Agency, Opec believed 
supply would be sufficiently 
tight to push prices up to $21 
by the end of the year - or 
higher if the winter is unusu- 
ally cold. 

Opec is thought likely to roll 
over its third-quarter produc- 
tion ceiling of 2238m with spe- 
cial dispensation for Kuwait, or 
to adopt a more “meaningful" 
quota of around 242m b/d. 

Dr Subroto said Opec's esti- 
mate of demand for its oil was 
slightly lower than the ISA’s, 
at 25.1m b/d. “It is up to the 
ministers to decide what the 
production level should be.” he 
added. 

Ministers met for about three 
hours yesterday morning 
before spending the afternoon 
in bilateral meetings. They are 
to meet again this morning for 
what some delegates suggested 
could be the final session. 


Statoil and PTT to trade 
jointly in south east Asia 


By Karen Fossil In Oslo 


STATOIL, the Norwegian state 
oil company, and PTT of Thai- 
land, Thailand’s state oil com- 
pany, have agreed to trade 
crude oil products jointly in 
south east Asia from October, 
initially for one year. 

Mrs Bet-it Oeyen, a spokes- 
woman for Statoil, said the 
agreement to trade crude oil 
products on an inter-regional 
and regional basis strength- 
ened its foothold in the South 
East Asian markets and pro- 
vided a good basis for the 
expansion of trading activities 
established in Singapore ear- 
lier this year. 

Statoil will provide on-the- 
job training in c rude oil prod- 
ucts trading for PTT employ- 
ees. The deal also includes a 


sales agreement in which Stat- 
oil will supply “large volumes” 
of re fined, crude oil products to 
PTT. 

PTT is the largest importer 
in South East Aria of refined 
products and has a 25 per cent 
share of Thailand's down- 
stream market. About 70 per 
cent of the country’s oil con- 
sumption is met by imports. 
Last year, consumption was 
estimated at about 500,000 bar- 
rels a day, although Statoil 
believes it may be higher. 

Statoil has crude oil access 
of about 13m barrels a day 
from the North Sea, European 
refining capacity of 200,000 bar- 
rels of oil a day and is the 
largest net exporter of North 
Sea quality crude oil. Norway 
is the world's fourth biggest 
net exporter of crude oiL 

In addition, Statoil has hired 


refining capacity elsewhere in 
the world to meet the demand 
of refined products contracts. 

Under the terms of the agree- 
ment, Statoil will be required 
to maintain storage capacity in 
Singapore to guarantee supply 
to PTT. TO this end. Statoil has 
agreed to hire storage capacity 
from Oil Tanking, a subsidiary 
of UK-based Mabanaft. 

The company is also negotia- 
ting refinery arrangements and 
expects to buy crude oil from 
the Middle East and South 
East Asia for refining. 

Mrs Oeyen said another pur- 
pose of the agreement was to 
expand co-operation further 
with PTT. Statoil has a 10 per 
cent stake in the Bongkot gas 
field in the Thai gulf. 

The field, operated by Total- 
CFP, is scheduled to come on- 
stream in June 1993. 


Loan aid to Brazil coffee growers 


UP TO $200m in public loans 
has been rescheduled as the 
core of a package of measures 
announced by the Brazilian 
government in an effort to alle- 
viate pressure on coffee pro- 
ducers, who are suffering from 
record low international prices, 
writes Bill Hinchberger in Sao 
Paula 


The package awaits technical 
approval by the National Mon- 
etary Council, expected by the 
end of the month. 

Under the plan, producers 
whose public sector loans came 
due by April will have their 
debts rescheduled over five 
years, with a two-year grace 
period. Loans due after April 


will be awarded six-month 
extensions if prices foil below 
85 per cent of a referential 
price of between $65 and $73 
per bag (60 kilos). 

Federal officials rejected a 
minimum price guarantee 
scheme defended by, among 
others, officials in Sao Paulo, a 
leading coffee growing state. 


Asarco tries 
again for 
minor stake 

inKGHM 

By Chris Boblnski In Warsaw 

ASARCO, the US metals 
producer, has renewed efforts 
to secure a minority share in 
Poland's KGHM copper mining 
and smelting combine amid 
new signs of labour unrest 
there. 

Yesterday unions at KGHM 
called a 24-hour strike for Sep- 
tember 23 after KGHM’s new 
management refused to meet 
for pay talks in the wake of a 
six-week long strike suspended 
last month. They have threat- 
ened to resume their strike on 
October 6. 

The strikers suspended the 
action last month after being 
told that increases would be 
made once new legislation eas- 
ing wage controls had been 
passed by parliament. 

The legislation has since 
been delayed and yesterday 
KGHM’s management prom- 
ised an interim pay settlement 
by the end of this month 
“in accordance with the 
company's financial possibili- 
ties". 

Meanwhile Mr Robert Math, 
an Asarco vice-president, has 
been meeting government offi- 
cials in Warsaw this week. 
Asarco first signalled Its plan 
last May. 

Mr Muth had planned to talk 
to the KGHM management, 
but it did not want to see him 
while it is wrestling with the 
labour troubles. 

Asarco is pressing the Polish 
government to grant them a 
three year management con- 
tract for KGHM. 

A draft agreement being dis- 
cussed with the Poles would 
give Asarco six months to 
negotiate the purchase of a 
minority share in KGHM after 
the expiry of the management 
contract. 

The Poles would be bound to 
retain state control of the com- 
bine while KGHM was being 
managed by Asarco which 
pledges to maintain the pres- 
ent level of output unless 
instructed otherwise by the 
Polish government. 

During the management 
period, Asarco would work on 
a long-term strategy for 
KGHM which would form the 
basis of its investment offer. 

It also proposes to work 
towards enhancing KGHM's 
market value as well as work- 
ing towards “International 
environmental, pay and work 
safety standards". 

The Western Mining Corpo- 
ration from Australia has also 
expressed a strong interest in 
Investing in KGHM. KGHM 
produced 229,000 tonnes of 
refined copper in the first 
seven months of this year or 
3.1 per cent more than In the 
same period last year. 


CIS may raise level of alununiuni exports 

-- — ..ii, illHAAffll* fltf£ Ififawna 


By Dmitri Volkov 
hi St Petersburg 

ALUMINIUM exports from the 
CIS are expected to run at last 
year's level of 843,000 tonnes - 
but, depending on movements 
in the world price, might 
exceed this figure by 100,000 
tonnes. 

Ivan Prokopov, president of 
the Russian state-owned alu- 
minium concern covering 
smelters and refineries in Rus- 
sia and the CIS, said the con- 
cern would “be selling as much 
(aluminium) abroad as neces- 
sary for us to buy raw materi- 
als, equipment and spare 


Russia plans to reduce 
aluminium export duties o> 
more than half to help strug- 
gling domestic producers, a 
Russian government official 
told Reuters. Duties had been 
coming down steadily from 


500 Ecus a tonne in January to 
the current 200 Ecus, he said. 
The planned cut was Intended 
to help Russian aluminium 
producers cover spiralling 
costs and invest in new equip* 
meat 


At an aluminium conference 
in St Petersburg on Wednes- 
day, Mr Prokopov denied Rus- 
sian responsibility for a decline 
in aluminium prices, which the 
West attributes to a sharp 
increase in Russian exports. He 
blamed cheap aluminium from 


Brazil, Venezuela. Australia 
and Canada. 

However, Mr Prokopov 
admitted that independent CIS 
traders had contributed to the 
price fall. . 

Mr A Stephens Hutcraft jnr, 
president of Kaiser Alumin- 
ium, said the western alumin- 
ium industry could barely 
operate at the current level of 
world prices. He said that 
world prices now stood at 
SI .300 a tonne. 

"The unexpected export of 
900,000 tonnes from Russia (in 
19911 caused prices to drop by 
around S45Q a tonne as the 
year progressed." he said. He 


said tariffs and dumping 
claims were not an answer to 
this “new reality" and called 
for inter-government talks. 

According to Mr Hodgcraft, 
the West will have to accom- 
modate Russian exports of pri- 
mary and scrap aluminium - 
“and it means we is the West 
must balance supply with 
demand while assuming for the 
near term an annual range of 
500,000 - 750,000 tonnes 
exported from Russia' 

The Industry had lost "some- 
thing close to $7bn“ In 1991 
because it did not accommo- 
date the pressures. 

Mr Valery Gasman, the dep- 


uty director of the Interna- 
tional Fund for Prlvatisatl^ 
and Foreign Investment in 
Russia, hoped Russian exports 
would become controlled once 
the new system pi .uqnribu 
strategic materials was 
enforced. 

Under this system, 13 organi- 
sations were granted the right 
to expurt aluminium from Sep- 
tember l. 

Mr Gasman also said the 
Russian government wanted a 
reduction of export larifla ter 
aluminium, from ECUs 200 - 
75 a tonne. 

Mr Prokopov said that after 
a decline in production of alu- 
minium In the CIS last year, 
this year’s output would stay 
on the 1991 level of 3.26m 
tonnes - 85 per cent of that 
produced In Russia. 

He said that domestic 
demand could be increased by 
15 w 20 per cent from 22 - 2.4a 
tonnes. 


CIS smelting conditions attacked 


By Kenneth Gooding 
In Pittsburgh 

ENVIRONMENTAL conditions 
discovered in some aluminium 
smelters in the Commonwealth 
of Independent States by a 
team from the Aluminium 
Company of America were far 
worse than expected, said Mr 
Paul O’Neill, Alcoa's chairman, 
yesterday. 

In some smelters conditions 
were so poor that the average 
life expectancy of a worker was 
only 47 years. 

“There is no way we could be 
part of that," said Mr O'Neill. 
The team from Alcoa, the 
world's biggest aluminium 
company, went to see if the 
group had a role to play in the 
CIS. Mr O'Neill said: "I don't 


know if there is a place for 
Alcoa there. We are not willing 
to sacrifice our values to do 
business in an unseemly way 
in lire-threatening circum- 
stances.’’ 

On the other band, he said 
the team found that the CIS 
had some leading aluminium 
technology arising from the 
former Soviet Union's willing- 
ness to provide unlimited 
resources for any material for 
military use. The CIS industry 
showed it could produce high 
quality products in “ghastly 
operating circumstances”. 

The Alcoa team was also 
impressed by the level of edu- 
cation throughout the CIS 
smelter workforces. 

Mr O'Neill's comments coin- 
cided with a symposium in St 


Petersburg in Russia this week 
at which the CIS aluminium 
industry 1s putting itself on 
display, partly with the aim of 
encouraging more investment 
from western companies. 

Mr O'Neill warned that the 
flood of aluminium exports 
from the CIS to the west 
“wont evaporate" and It was 
likely that exports of semi-fab- 
ricated aluminium products 
would also build up. Neither 
was there any sign that the 
CIS domestic economy would 
revive enough in the medium 
term to absorb more of the 
metal its aluminium industry 
was producing. 

Last year the CIS exported 
about Ira tonnes of aluminium, 
which helped drive the metals 
price down to its lowest-over 


level In real terms. The market 
is still over supplied ami some 
analysts believe there must be 
more output cuts by western 
producers if there is to be a 
strong price recovery. 

Mr O'NeiU said all Alcoa’s 
smelters were generating a 
positive cashflow and unless 
that changed the group would 
not close any capacity. . 

However, neither would it 
Invest in new smelter capacity 
until It was deer the industry 
could look forward to several 
yean of aluminium prices of 
between 80 and 85 cents a 
pound. “Those conditions, will 
come but I don’t know whoa." 
he added. Last night cash alu- 
minium dosed sit 57A cents a 
lb on ' the London Metal 
Exchange. 


Brazil bauxite venture to cut exports by 600,000 tonnes 


By Bill Hinchberger 
In Sao Paulo 

MINERACAO Rio do Norte 
(MRN*), a joint venture led by 
the state-owned Companhia 
Vale do Rio Doce (CVRD), 
responsible for 70 per cent of 
Brazil’s bauxite output, will 
export 600.000 tonnes less this 
year than it did in 1991. 

In 1991, MRN sold 8.1m 
tonnes of bauxite, of which 
56m tonnes were exported. Mr 
Fabio Matos, president of AIu- 
vale, CVRD's holding company 
for the aluminium sector, 
believes that overall sales will 
be about 76m tonnes this year, 
with 5m tonnes of exports. 
Total Brazilian bauxite produc- 
tion last year was 10.3m 
tonnes. 

The main reason for the drop 
in exports is a sharp decline in 
orders from Venezuela. Sales 
to that country are expected to 


fall from 2m tonnes last year to 
1.1m tonnes this year. 

Mr Matos said that the 
reduction in exports to Vene- 
zuela was because of increased 
domestic output there. MRN 
has placed some of the bauxite 
normally destined for Vene- 
zuela in other markets, notably 
the former Soviet Union. He 
added, however, that “MRN 
has never had an aggressive 
sales policy because it has 
always had a captive market - 
the partners themselves". 

CVRD controls 40 per cent of 
MRN. The other 60 per cent is 
divided among seven compa- 
nies. Large shares are held by 
Alcan, the Canadian alumin- 
ium producer, and Alcoa, its 
American competitor. Those 
multi-nationals are also the 
two leading aluminium produc- 
ers in Brazil 

The MRN bauxite mine is at 
Porto de Tombetas, near the 


northern bank of the Amazon 
River. Us capacity is about 
&5m tonnes a year, but this 
year’s output will be less. 

“We are adjusting produc- 
tion to demand," said Mr 
Matos. He added that MRN Is 
also reducing output in order 
to drew down on high stocks 
from the beginning of this 
year, which totalled 700,000 
tonnes. "Judging from the 
level of stocks at MRN, I don’t 
see much capacity for recuper- 
ation in the aluminium market 
in the short term,” he said. 

Meanwhile, he denied 
reports that the Japanese gov- 
ernment would delay Us plans 
to invest in an aluminium 
plant because of the political 
and economic uncertainty In 
Brazil. He said that the 31 pri- 
vate partners, who along with 
the Japanese government 
make up a consortium called 
the Nippon Amazon Aluminum 


Company (NAAO. have agreed 
to resume investment in the 
Alimorte project The plant 
was 30 per cent finished when 
construction was halted serai 
years ago because the Japa- 
nese partners balked at further 
investment 

Mr Matoe said he expected 
approval from the Japanese 
government shortly. He esti-. 
mated that about S530m of new 
investment would be needed. 

The *1.1® - tonne annual 
capacity plant will produce 
alumina, tire raw- material ter 
aluminium manufacturing, pri- 
marily to supply Albras, an 
aluminium Ingot producer rad 
another CVRJD-NAAC Joint 
venture. Mr Matos said that 
demand from Albras would lie 
between 600,000 and 7OOJJO0 
tonnes a year. The plant Is 
expected to begin operating In 
mid-1995. reaching full produc- 
tion by the end of that year. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

COCOA prices soared in London 
as heavy short covering was 
prompted by sterling's slump. 
The New York cocoa market was 
also well ahead by midday on 
sentiment that International 
Cocoa Organisation talks in 
London might result In Russia 
purchasing the ICCO's 
235, 000-tonne buffer stock. 
European bullion prices rose 
against the background of 
turmoil in the foreign exchanges. 
GOLD closed just over $3 higher 
at $349.40 a troy ounce in 
London. It has now risen almost 
$10 this week. With the foreign 
exchanges expected to remain 
uncertain and volatile until 
Sunday's French referendum 

London Markets 

SPOT MARKETS 


enom LONDON MKTAL BXCHANON 


on Maastricht, bullion's 
downside appears limited. On 
Comex the December gold 
contract had risen above key 
resistance at $351 an ounce for 
the third time by midday. The 
currency market turmoil led to 
thin trading on the LME and 
widely fluctuating base metal 
prices, dealers said. The 
currency factor was highlighted 
by the three-month COPPER 
price, which at the end of the 
afternoon kerb showed a C43 
a tonne rise but a $13 fail from 
Tuesday. Dealers said the 
overall strength of the dollar 
was the main factor 
discouraging consumer interest 
Compiled from Reuters 
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- LONDON STOCK EXCHANGE 


Equities firmer after erratic session 


By Tarry Bytend, 

UK Stock Market Editor 

CRISIS DAY In the foreign 
exchange markets Inspired 
wildly erratic trends in UK 
equities, which closed firmly as 
predictions of an imminent 
sterling devaluation mitigated 
the effects of increases In 
Bank of England minimum 
lending rate. 

The tumround in the stock 
market from an early fail oE 
more than 78 points on the 
PT-SE Index to a net rise of &3 
for a dose of 2,3784 reflected 
the stock market's conviction 
that, since the day's 5 percent- 
age-point increase in British 
interest rates had failed to res- 
cue sterling, some form of 
European currency revaluation 


would be introduced. Sugges- 
tions that the Bundesbank 
would cat rates this morning 
were rife in London last night, 
in spite of reported denials 
from Germany. 

The first half of the day 
passed with equity traders 
glued helplessly to their money 
market and foreign exchange 
trading screens. The Footsie 
opened 28 points down and 
plunged to minus 78.7 after the 
Bank of England annnounced 
Its first, two-point, rise in inter- 
est Tates. 

This took the index down to 
2 ,2914, at which level the mar- 
ket rallied, hoping that the rate 
rise and the Bank's interven- 
tion would save sterling. But a 
recovery of about 24 Footsie 
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points was quickly reversed at 
midsession when London 
money markets virtually 
ceased trading ahead of the 
Bank's second increase in 
rates, this time of a further 
three points. 

Share prices turned down 
again, but only for a while. 
When equity strategists saw 
that the pound was still weak, 
they suggested that the UK 
authorities might now be 


forced to shift to a devaluation 
policy, albeit at some cost in 
political credibility. 

A good recovery, supported 
by increased although selective 
institutional demand, received 
a further boost when the dol- 
lar's strength brought buyers 
in for oils, pharmaceuticals 
and similar international 
stocks. 

Losses in Interest-related sec- 
tors such as construction and 
retail stocks, as well as in 
banks, which would suffer 
from increased bad debts, were 
reduced towards the close. The 
swing in confidence was 
reflected in the revival of sev- 
eral bid features, including 
Fisons, the drugs group. Some- 
what to the surprise of market 
traders, one securities house 
operated a trading programme 


across the range of the market, 
with second-liners prominent. 

Seaq volume, slow at first. 
Jumped to a total of 6404m 
shares for the day, compared 
with 5074m or £895m retail 
business on Tuesday. 

Ian Harnett at Strauss Turn- 
bull commented that the stock 
market might be "assuming an 
awful lot” on the political and 
investment scene in looking 
for a sterling devaluation, 
which would probably have to 
be greater than 5 per cent If it 
was to achieve its purpose. 

Mr Nicholas Knight, long 
term bear at Nomura Research, 
switched to the bullish tack 
yesterday, commenting that 
adjustments to higher base 
rates and possible sterling 
withdrawal from the ERM 
were now in place. 
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SEAQ Bargns 5.00pm ZW30 10.968 24.614 18,412 W407 27,678 

Equity Tumoverf£m)t - B9S.Q an .7 923.9 gooa 1.545.50 

Equity Bargalnst - 2i.B11 27,095 20,014 18442 27,335 

Shares Traded (mljf - 4374 429 1 41&7 396.0 5824 
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5 -Day average 97.0 95.6 

*SE Activity 1974. 

■(Excluding Intra-market 
business and Overseas turnover. 

London report and latest Strata lndo«: 
Tel. 0691 129001. Calls charged ai 38p/ 
m Inula cheep rale. 4fip/mbiutn al all 
other feme. 


Dollar 
boost 
for oils 


THE LATEST collapse in the 
sterling/ dollar rate, which has 
seen the UK currency slide 
from the $2 mark to $1.78 in 
less than a week, provoked a 
heavy burst of overseas buying 
of the oil sector. 

With oil priced in dollars, the 
sector was seen as a big benefi- 
ciary of recent currency 
moves. The big US institutions 
were said to have chased all 
the quality oil shares. A spe- 
cialist at one of the big US 
investment banks said: “At 
recent exchange rates it looked 
as if some big earnings down- 
grades would have to be imple- 
mented, but that no longer 
seems to be the case.” 

BP advanced 8 to 210 %p on 
heavy turnover of 16m, 
although analysts made the 
point that the majority of the 
group’s huge debts are in dol- 
lars. Shell raced up 16 to 
492 ftp on 64m traded. 

Enterprise Oil shares 
remained in positive territory 
even during the market’s dark- 
est hour, with stories of big US 
buying interest noted through- 
out the day. The stock deliv- 
ered the best individual perfor- 
mance in the Footsie, closing 
29, or 8.6 per cent, higher at 
365p. Around two weeks ago 
the shares dropped to 323p as a 
i ; block of- 94m was placed in the 
market by a UK institution. 

Lasnto, in which a hefty 64m 
shares were traded, was also 
aggressively sought by US 
investors, adding 7K at lS254p. 

Body Shop plunges 

Not even the wild swings in 
the market could hide the 
shock of a profits warning 
from health and beauty group 
Body Shop, one of the rapid 
growth stocks of the 1980s, 
and the shares retreated 
sharply to become the session's 
worst performing stock in per- 
centage terms. 

The retailer, once regarded 
by some as one of the "stars" 
of the stores sector, warned 
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that first-half profits, expec- 
ted to be announced in mid- 
October, would be below previ- 
ous market forecasts but would 
reach at least £8m, against test 
year’s £9.1m_ 

Dealers rushed to sell the 
stock, sending the price plung- 
ing 126 to I40p at one stage, its 
lowest point since December 
1990. Analysts moved to cut 
full-year forecasts, and Ms 
Julie Rams haw at Morgan 
Stanley reduced her. estimate 
by £54m to £26 4m for the year 
to February 1993 and shaved 
the following year’s figure by 
£7m to rag™ 

Bargain hunting later in the 
day left the stock a net 108 
down at 158p. Turnover 
amounted to 3m, the highest 
dally total for more than two 
years in the tightly held stock. 
Commenting on the day's foil 
Ms Ramshaw said: "In the 
short tom the w or st is proba- 
bly over, but investors will be 
cautious until the interims." 

Fisons wanted 

FlSOns, the p h«rmarw iT t)i^te / 
chemicals group, backed the 
overall trend as marketmakers 
responded to revived hints that 
a takeover bid for the group 
could be in the offing. 

There have been numerous 
bouts of takeover speculation 
surrounding Fisons, especially 
since the group issued a profits 
warning in June, when the 
shares plunged more than loop 
.in a single session. 

At the close of trading. 


Fisons shares were 9, or 5.4 per 
cent, higher at I75p. Turnover 

rarnw to B higher tiiwn usual 
5 -gm shares. 

Dealers said Boots had been 
mooted as a potential predator. 
Other possible bidders, accord- 
ing to dealers, Included ICI and 
a number of overseas groups. 
ICI shares settled 4 higher 
at 1058p. 

The two successive rises in 
UK interest rates triggered sev- 
eral waves of selling pressure 
throughout the big banks, 
already suffering from the 
implications of the unprece- 
dentedly high rate of customer 
bankruptcies inflicted by the 
prolonged recession in the UK. 

Barclays and National West- 
minster are seen by analysts as 
likely to suffer most from the 
fresh wave of corporate fail- 
ures likely to be caused by yes- 
terday’s move to crisis-level 
interest rates. 

The former dropped to 28 Ip 
before stabilising to close a vol- 
atile session 19 down at 29lp 
after exceptionally heavy turn- 
over of 11m shares. NatWest 
was finally 22 off at 306p, after 
301p, with 10m traded. Abbey 
National, one of the UK’s big- 
gest mortgage lenders, plum- 
meted to 249 Vi p but embarked 
on a good rally which left the 
stock a net 7 off at 262p. 

The jump in interest rates 
caused dismay in the insur- 
ance sectors, especially among 
companies Involved in mort- 
gage indemnity business, one 
of the biggest business cas- 
ualties of the recession and 
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the plunge in house prices. 

Fears that an Immin ent and 
probably large increase In 
mortgage costs, which would 
leave many mortgage holders 
unable to meet payments, and 
worries about the effects of 
higher interest rates on prop- 
erty values and equity market 
valuations impacted heavily on 
Sun Alliance, which retreated 
15 to 239p. 

The shares were additionally 
unsettled by speculation that 
the group had lost a golden 
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opportunity to place its near 15 
per cent stake in Commercial 
Union on Tuesday. CU dipped 8 
to 475p. 

Royal, heavily exposed to 
mortgage Indemnity, fell li to 
126p, while Legal & General, 
due to announce Interims 
today, ended IS down at 299p. 

In the rest of the stores sec- 
tor, the poor sentiment in Body 
Shop spilled over into Boots, 
the shares declining 8 to 454p 
on 3.1m traded. It was, how- 
ever, news of higher interest 
rates that sent several of the 
stocks in the sector into 
retreat. Kingfisher, supported 
on Tuesday by the release of 
figures at the top end of expec- 
tations, receded 15 to 459p. 

Among brewers, investors 
focused on overseas earning 
stocks which offered some pro- 
tection against interest rate 
pressures in the UK. These 
included Allied Lyons, 19 
stranger at 5G4p, Grand Metro- 
politan. which gained 17 on 
balance at 409p, having fallen 
to 371p earlier in the day, and 
Guinness, up 13 at 529p ahead 
of today's interim figures. 

It was once again a sorry tale 
in Queens Moat Houses as 
financial worries continued to 
bang over the stock, and the 
shares finished 6% weaker at 
27’Ap on high turnover of 7.9m. 

MARKET REPORTERS: 

Steve Thompson, 

JoelKIbazo. 

■ Other market statistics, 
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EQUITY FUTURES AND OPTIONS TRADING 


IT WAS another heavy trading 
session in derivatives markets 
as securities houses and pri- 
vate investors struggled to 
come to terms with 
interest rates in the UK, as 
well as the possibility of an 
ERM revaluation, writes Terry 
Byland. 

The September future on the 
FT-SE Index, which expires 
tomorrow, had traded just 
over 23,000 contracts by the 
official close and remained 


active later as sterling came 
under further pressure. 

The contract swung between 
a low of 2^85 and a dosing 
quotation of 2,410, the final 
figure showing a premium of 
around 8 points against the 
underlying cash index. 
Thronghont the day, stock 
Index futures took their cue 
from the Txmdnn money aim 
foreign exchange markets. 
Traders continued to attempt 
to roll business over from the 


September to the December 
contract, which takes over 
market leadership on Friday, 
bat all other factors were over- 
whelmed by the increase in 
UK minhiiiiwi lending rate. 

Traded options volume 
jumped from 3&293 contracts 
to 51,062, one of the highest 
daily totals since April. The 
FT-SE option took the lion's 
share, with 26,669 against 
15,469, with the Euro FT-SE 
also active on 2,848 contracts. 
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Mercantile Automated Real T ime Systems Ltd 

The (jjccjc mo>: rrluble service Jlcd t-v Instlcetisn'. Warld-widc. 
Global Future; Op;:ov Forex News Via FM 
Available on your portable or desktop PC a: the lowest ooss:b:c price 
Fcr /urrher mform.iC'Of’ cal!: 071-972 9772. 


Market Myths and Duff Forecasts for 1992 

'The* recession Is over; slockmoikels are in a bull trend, the US doilsir wiil 
ccnlinuc lo recover.' You did NOT reed ihci in FutlerMoney 
■ the Iconoclcslic investment letter 
Coll Jane Fcrquhorson (or a sample Issue (cncc only) 

Tel: London 71 - ^39 4961 (071 In UK) or Fox. 7T - 439 4966 


1 FOREXIA FAX $ 

Dm £ Y I 

I Currmcy Charts. Commentaries, 

Forecasts and I 

1 Reeommendaliani daily from London and New York | 

1 Free Trial -Tel: 44-081 94883 16 

Fax; 44-081 -9488469 | 


NOTICE TO THE WARRANT HOLDERS OF 

nr 

YU ASA 

Yuasa Trading Co., Ltd. 
(Formerly, Yuasa Shoji Co., Ltd.) 

U.S.S1 00,000,000 47, per cent. 
Guaranteed Bonds due 1994 with Warrants 

Pursuant to Clause 3(XIV) of the Instrument dated 13th Sep- 
tember, 1990 (the “Instrument”) relating to the above captioned 
Warrants (the "Warrants”), notice is hereby given as follows; 

In accordance with the resolutions of the Board of Directors of 
Yuasa Trading Co., Ltd. (the 'Company”) adopted at the meetings 
held on 20th and 28th August. 1992, toe Company Issued Swiss 
Francs 100.000,000 3 %%■ Swiss Franc Guaranteed Notes with 
Warrants due 10th September, 1996 at the initial subscription 
price of Yen 600 per share. 

As a result of toe above issue, toe Subscription Price (as 
defined in toe Instrument) of toe Warrants has been adjusted 
pursuant to Clause 3 (VII) of the Instrument as set forth below; 

Subscription Price before adjustmant: Yen 1,056.0 

Subscription Price after adjustment : Yen 1 ,050.3 

Effective date, of adjustment llto September, 1992. 

Japan Time 

Yuasa Trading Co_ I.ftL 

(Formcriy. Yuasa Shoji Co- Lid.) 

By: Tbe Sumitomo Bank. Limited 
London Branch 
As Principal Paying Agent 


Dated: 17th September. 1992 



Berkeley futures umite J^ 

IS PARK ROAD. REGENTS PARK, 
LONDON, NW1 BXN, ENGLAND 

TEL; 071-224 8489 
FAX; 071-224 8275 
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Guide to pricing of Authorised Unit Trusts 

Compiled with the assistance of Lautra §§ 
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FT MANAGED FUNDS SERVICE 


Current Unit Trust prices are available from FT Cityline. For further details call ( 071 ) 925 2128. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Massive selling of sterling 


HEAVY pressure on sterling 
yesterday culminated in the 
suspension of the currency 
from the exchange rate mecha- 
nism after the end of European 
trading, writes Tracy Corrigan. 

During the day, two consecu- 
tive rate rises by the Bank of 
England and an estimated £9hn 
of concerted central bank inter- 
vention failed to halt massive 
selling of sterling in the for- 
eign exchange market 

In spite of an increase in the 
minimum lending rate from 10 
per cent to IS per cent the 
pound remained under intense 
pressure throughout the day, 
repeatedly falling below its 
ERM floor of DM2.778. The sec- 
ond rate rise was cancelled 
when sterling was suspended 
from the ERM. 

Sterling slid further after 
4pm. the cut-off point for oblig- 
atory intervention by Euro- 
pean central banks to support 
weak currencies in the ERM. 
By the close of London trading, 
the pound had fallen to 
DM2.75, nearly 3 pfennings 
below the official floor. 

A trader said: "The market 
has really got the bit between 
Its teeth now, but the assault 
on the currency would never 
have been so effective if it were 
purely speculative." The shift 
of capital from UK markets by 

£ IN NEW YORK 


hind managers and corporate 
treasurers proved Irresistible. 

By the end of the day, the 
task of keeping sterling within 
its ERM band seemed insur- 
mountable, as rumours of a 
realignment - or even an 
abandonment of the ERM - 
swept the market. The scale of 
the sterling crisis overshad- 
owed worries about the French 
referendum on Sunday, which 
Is now being viewed almost as 
a secondary issue. 

The first OK rate rise, from 
10 per cent to 12 per cent, fol- 
lowed repeated intervention by 
the Bank of England, which 
was Joined by the Bundesbank 
and the Banque de France. The 
swift draining of foreign 
exchange reserves failed to 
boost the pound, which hov- 
ered around its floor against 
the D-Mark as foreign 
exchange dealers and fund 
managers sold sterling. 

Continued pressure on the 


pound then prompted a further 
rate increase to 15 per cent at 
2.15pm. But this second rate 
rise served to increase selling 
pressure further, as specula- 
tion mounted that some sort of 
devaluation of sterling was 
becoming inevitable. 

Meanwhile, the lira, peseta 
and Swedish krona also came 
under pressure. The Bank of 
Italy bought lire for D-Marks, 
but failed to prevent the cur- 
rency from falling below its 
new ERM floor of L820.6S per 
D-Mark. The Bank of Spain, 
which bought pesetas aggres- 
sively at a higher level, was 
somewhat more successful in 
stemming the Spanish curren- 
cy’s decline, which ended at 
Pta67.64 to the D-Mark. 

The Swedish authorities 
again hoisted their marginal 
lending rate, this time to 500 
per cant, in an effort to stem a 
further outflow of capital from 
the Swedish financial markets. 
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MONEY MARKETS 


Overnight rates soar 


FT LONDON INTERBANK FIXING 


CONFUSION AND turmoil hit 
the UK money markets after 
the Bank of England 
announced it was raising its 
minimum lending rate to is 
per cent in an attempt to stop 
the pound falling through its 
floor in the European exchange 

rate mechanism, Emma Tucker 
writes. 

Overnight rates soared to 100 
per cent as liquidity was 
squeezed and the government 
did everything it could to avoid 
a devaluation of sterling. ‘The 
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authorities have been pulling 
out all the stops to show that 
they are not going to devalue," 
said one analyst 

Speculation of a rise in base 
rates was already rippling 
through the market early 
yesterday morning after 
intervention by European 
central banks on Tuesday had 
failed to lift sterling off Its 
DM2.7780 floor. 

In the early round the Bank 
of England announced a 
forecast liquidity shortage of 
£650m. This was followed at 
11am by the news that it was 
reintroducing a minimum 
lending rate of 12 per cent, 
which triggered a two-point 
rise in base lending rates to 
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12 per cent from 10 per cent 
But on the foreign exchanges 
it soon became apparent that 
the authorities’ action had 
little effect on sterling. 

Later in the morning the 
Bank announced that any 
discount houses wanting to 
borrow from the Bank were 
tevited to do so at 2^0pm, but 
diverged from normal practice 
by not stating the rate. 

This suggested another rate 
ri-seln the afternoon. At 
2.30pm the Bank announced a 

three-point rise in the 

frufiiraum [ending rate to 15 
Per cent This time, however, 
tne clearing banks said they 
]™ uW wait until today to 
atmounce their In te nti o ns- 
By the end of the day the 
Bank said it had lent £920m to 
the market at 12 per cent 
Interbank rates eased in 
later frading as the market 
started to cotne to the 
conclustou that sterling would 
be devalued. 

The key three-month 
interbank rate stabilised at 
around 16 per cent One-week 
money came down to around 
25 per rant, while further out 
one-year money closed at 
around 1Z5 per cent 
Sterling futures also rallied 
in the middle of the afternoon 
on the back of speculation that 
the pound would be devalued. 
The December short sterling 
traded in a 15frpoint range in 
heavy trading- 
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Mar 93 65 9150 91 50 9355 

Estlnaud raliene 19706 71589) 

Preiicas days oren In. 25639 <26129! 


PWLABELPWA SS til OPTIOKS 
£3130 (cate per CU 


S»re 

Pr.ce 

Cct 

Cilb 

Mo 

Ok 

Mar 

On 

Pots 

Mm 

Dk 

Mar 

1850 

2C2 

220 

232 

3.00 

909 

UOO 

12.79 

1640 

1875 

L43 

161 

174 

238 

1L01 

12.97 

1478 

18.46 

L9C0 

094 

L80 

L28 

LBS 

1304 

15 05 

152* 

2053 

19= 

0 66 

081 

0.43 

147 

15.22 

17-22 

1980 

2267 

1 9SO 

046 

055 

0 66 

L14 

17 48 

1942 

21= 

2486 

L975 

035 

036 

045 

087 

1981 

2L73 

Z355 

27.10 

2000 

014 

022 

0.40 

0.65 

2254 

2489 

=89 

2938 


Pier=a tfavs esn «: CaDt 412.170 Pots 44b 135 Uli oentees) 
Pm.tu ctj i Cant 27.868 Puts 50.413 (ao caaoidet) 


PARIS 


7 te 10 TEA* 10*. MOTOMAL FRENCH SOM It OUTTF) FUIUIES 


Open 

Settprfcz 

Change 

HIV 

Low 

tYleM 

tOpratt 

107 2* 

10792 

*0*6 

10802 

10690 

883 

49,716 

•0916 

10836 

*042 

10840 

10730 

878 

122329 

107 98 

10866 

*044 

10864 

107.90 

8.72 

16377 


S gusher 
DeocSr 
Mr* 

Est-cauS c'jne 325741 r Tail Open IteaK 194 659 


THREE -MONTH POOR FUTURES MAIOT (Paris loMaeb tfteti ratal 


Decersser 
Mash 
Jirt 

EninaUd ic'jne 74 840 r Tctal Open iouras 58,4(5 


9C17 

90.44 

*020 

9044 

89.85 

9.76 

31.178 

9056 

90.90 

*036 

9080 

9035 

936 

11*15 

COM 

4L14 

*02? 

9L05 

9059 

908 

7.207 

9104 

91J3 

*024 

9U4 

9868 

8.91 

2.800 


CAC4R FUTURES OUTTF) Site late 


Secwese 18280 1880 0 *31.0 1884.0 1834 Q 

Cecter 1844 0 18955 +310 1895.0 1833.0 

Oeocte 18750 19265 +3L0 19150 18710 

Ecenaud wtene 21.744 i Tcul Osen leurot 22722 


16522 

1898 

UK 


ECU 10110 MATTF) 


SenertB- rn 20 104(22 405* 104 JO 103.04 959 5597 

Otcexte 103 56 104.44 riLJ6 104.44 10356 954 1U00 

Ecihuc aslune 8.722 » Total Open basest 16.497 


OPTW OH L0HG.TERM FRENCH NOT OUTTF) 


Stitt 


Cain 

ftoifa 

tee 

December 

Pro 

Mate 


IW 

• 

482 

- 

846 

861 


105 

373 

. 

. 

862 

869 


106 

295 

3ft 

- 

880 

892 


107 

227 

- 

• 

L05 

L20 


108 

LU 

20 

- 

140 

LSI 


Open let 

204767 

44864 

uoo 

204767 

44864 

UOO 


Estiasud where 149.642 r Tsui Ope* Inareri 517.862 
t AB Yield A Opes Insert ftgares are te tte pmians day. 


BASE LENDING RATES 


A&D&Qmny 

AilMfrrestfim 

AIBBsxi 

• HnijAetacitt 

B&CUBdSKBzai!- 

Bm* af Baroda 

Hsu Bilbao Vtzcafa.- 

Bs^ofCnnc 

8u*ofWani 

Baokoflofia 

BakofSolM 

BupeBeteUd 

BidapBi 


CredlUmais 

ftjnsPtmuiarBJi 


12 

DacvLarie ...... 

15 

13 

12 

Epd»feIBak«fc — 
EH»Ba*LtaKaL- 

10 

15*» 

10 

Fraxa&teBak.- 

10 

12 

• RotartHaBiBg&CO — 

12 

12 

PaOtri Fraser SPttn._. 

125 

10 

&Wa* 

12 


Brit Bkof MU East — 12 


• BfflunSkita. 

aBrtNetoM 

ClteikW 

ONesiUeBak 

CftopemteBm 

CottH&Cc 


• Urns Mato 

HaMBrtAGZvti-.. 

• Mssbra Bask 

HasapdrireTnstPIc — 
HerftaUe&fieMlCTBUc. 

• HSISaart 

LKeartiGo. 

HologkuMg&SBM^EU _ 
Ma Hodge Bto 

• Lfopoid JosepR &S oms ... 

UjyifeSafc 

Megbai Bart Ltd — 


12 

10 

10 

135 

10 

12 

10 

12 

10 

10 

12 

12 


McOoarati Oogtas 8ck . 

MtrtudSM 

MonBaekiig 

KjtWetnhste 

Hartim Bari; Ltd — 
RjtatdHMortsageBto 
ProtiBd^ BaiPLC,^. 

• 2a Brutes 

ftHtogtiBaktU-. 
Rival BkofScoUto^. 

• SnftiiOTlnsaSea. 
StobriOartstd — 

TSB 

Unite* pk 

• IWttdBiofKimft.... 
tirftyTnat Bata Be — 
HtetwTwt. 


% 

10 

12 

12 

12 

12 

lOi 

14 

ID 

U 

12 

10 

12 

12 

12 

10 

12 

10 


Wtesajlaxtar — 12 

YatabiitBat 12 

• Mate) of BrttU Kmtot 
Bating & StartUe Hons 
AssbozOob. 



on TAILOR’S 300^ AnnivwrStey. 
Viscount BEWEs Invjtnd FRIENDS to JOIN Hite 
for a. CtIaSS In thri garden-— 


t«»« 


TAYLOR’S PORT 

BEST ta-ken Seriously 


MONEY MARKET FUNDS 


Money Market 
Trust Funds 


Gran 


Me %** !*Cr 

-MH! 


CatcteDworii 


Cite - 

Cwttt&Ca 

^rtSag*liiri»lUli9Ml 

Pw pmeeii — tewn 

trite _ 

ajgflg-. 


te 


«b 


G't*a:am 


um 


hOl 

in 


-I io«:pane uftO«-i24W9. . 

nilM-fllHY*— *" '9 3hi 


m 

lim im i 

ri fee riheta Mew 91 


eseasra . 

The COIF Ch»»Klts Deposit AMWBjt «tta»teiuwren ‘‘•5^ -I 

cffiitfnluuctotobfEM^M saate 1 ^--’ * 

&*-“r!9Ba“ -."isaiisg Its. ‘as! 



Money Market 
Bank Accounts 


un* Semen UR Ou'iLhw* 
miimwmi ueititiidU 

sfeU jr in 

uoo 000*»ea*7 Keren Rnnenremi 


a r mi 


Althea Home Bank pic 
3000 Road. ECM2AT. 

Tiw»ta. ..IBM 
■waa fluty* _ . Ia» 
wena*QM-at«n hoo 
MawaiqtNiato. 

Amtd Trust Bank Ltd 
97-101 CaomSt, letioa EC4N 5AO . 

hmramimT! >» 

fa? is 

liana ih 
A merican CXpra Book Ltd 

■ Haute, berin HiB 
. MtlS «AW 0444] 


retake, 

now 40 

OOteMMaMi 

Gartnwri Muv Manweawd Ltd 
14-18 MownrMSiWidipreWWB OTJJftUn 

M<e no ooo* Ian »«l ib)Tv«b 

l Sac Asset Ram Osequi to 

life* HjU TUG . OUIUUI) 

»• T2s :fl jsrsg 

B-.RS ?3lt5s!S 

Julian Hedge Ink LM 

"T A 3 " .«! 


sii m i 


071-6240879 Homteidydi FTnanettewp 


10J6 

BW 



Tjti, asg.w.r.H to-^gto , m| ^00K 

' r S& Laop «M Joseph A SmUtitM 

tartr 94 Cretan street. bnjH Ef» ft* 0715887) a 


.OOOe 

Bank pf Irefand Hlrt Iirtemt Qwqm Acc 

VMB&st ««m 

Bwk at Scotland 

38Tfere8eatiltSiEOP2EH ,071-6016446 

Berctejs Select 

*4,9*4 .. |IU P-o| 8M Ytil 


. 0749 

6.07 

tsi ua 

'»! sal 


omojw 


ton , 

TtM, 


see 


ibI it 



Prime Account HJXLA. 

a i» 


Uw«s Bank - fortitaart ARnnt 
71 Laatari St Loads* IC3P SOS 

aar-... hs 

HIdUnd Bank pie 
POBniSbriifew. , , 

v.li 


NatWcst Crown Resetrt Accwwt 

sassaMT.Bs dsfet 

Psrtmae BMg Sac FfbUm Cham Aceaaat 

RUmotiffiti. - 

uo.ooo* . 

U0.000-U9.99* 

S20.000-C24.999 


\WSP? 



ftr Item Bu» PU w» Oes N*re Pare PtC 
Brows 57dpi ej A Co Ltd 

KS3S3Hra« we 

CaMoato Bank Me 

^^“kBlWfi toMMhta 


■MKsda 

Chartarimisc Bank LknIM 

1 rmtaotr Un, R4» 7BH. 




ts 

h.% 


071-2404000 TCSMVjrleM 



„ BK26EP 

1 00 600 

•fs m 

Provincial Bank PLC 

vmxarHtr 1 - 

Rani Bank af StoHand pie Frtmten te 
42stAMteS9. EdlebatgbEHZJVE 
SM.OOOf. TV Tjte 4) 

tri 

looo 



$200,000*. 

i lw weirertetaeiee'ew— Ha rie-tre i— s tale 
eteuemlUf 

Oydesda)* Bank FTtxHri* Salatlon Act 

30StVfemP|m.ateMG12ia .04X2487070 

_ . lift 

Cantcdcntlan Bank LhnRad 

PD Bo 104. 

lli Ftata UAte - jiQJO W 
5Ti Fta ta SS»_ (4ft 7 J 

C u a paiattw Bank 
POBae jog teefewndriQ -a 



■ito 


£30,000-C24 W _ TVoBl 


150.000 

C2S.M0-H9.444... 



Sttrilng Bank A Trust Ltd 
Tradall & Ca Ltd 

29-33 Mecca inctorU^Mni t 02721*4720 

5SSS®.:-. 

ULC Trust Limited 

United DoaiMom Trust Ltd 
W MWB ontsmu 

SoftTr 'l- Hw 7.051 4.7*1 00 

*§jS J. Heejry Srimtier »HV & Cf Ltd 

0345252000 fESoStite*.- IwS 1641 UWl te 
-I -Inert, Western Trast High Interest Cheque Act 
. The MaMjcmlR. Pqaguk PL1 1SE_ 7w5222« 

7.90j ioftltte »IoShUM 44. .. .lre§ 

*ft| 93i*Hta 0.000-44.9*9.. - .koo 

WhnMedaa & Swth West Finance PLC 

7 *: “ ■» sii’srsas-^'g 7 " ktoTOT 


SE 0752 2H141 

*.nl 9 311 ir 


PBItS- Wte CsMractai rare ef wteon pwMe. W 

TtHra m— o( a* repie nnin idwHi rate fen^LtaL 

■* Rale of iraerea ew*feritw ritatae MrdcrecVM 
afneriemefecamla feeaCWRCranratienaiM 
re tua aarere of lepriri ■> feeaera tej ate 
IhM aw* ■ f**>. 'CreqaaM Anneal Raw' M ft; 
Fare ny re *•*» hi me u cradHM (o (be jasret 


JOTTER PAP 


CROSSWORD 


No.7,953 Set by QUARK 



ACROSS 

I Support king in northern 
town (441) 


.. 

4 Paper over the bortkr (8) 

10 Gin’s standing after trick? 


»> 


jm vui a suuMuug aner ettckt (5 

11 Lady's redesigned manor (a 

12 Dull apartment (4) 

13 Upset soup after roll? (4,6) 

15 Book the sob (7) 

18 Backer playing no part (6) 

19 Costa Etica river disaster (6) 

31 Shelter in Gulf in the wars. 

triumphant (7) 

23 Clever person to issue an 
original work (10) 

25 Dean partly wearing ermine 

(4) 

!7 s e s i ff P r" teoii ' 

28 Manage tan at sea? Must be 
the salt (3) 

29 Naval establishment cut off at 
length (0) 

39 Benoit short stop? ft's danger- 
ous (6) 

DOWN 

1 Go wrong when exhausted? 
(8) 

2 Solicitor not qualified in law 9 

8 ) * 

3 Occupied with part hi rise of 
Open University ( 24 !) 

S Gear away and trials a prom 

(54D 


6 Unable to speak? Amend, edit 
language first (84) 

7 In summer I take credit (B) 

8 North American tree could bo 
relatively better than spruce? 

( 8 ) 

9 Fixture always will survive , « 
(6) 

14 December 23th now? (1,3) 

17 Composer almost upset 
another one (9) 

18 Depressed Inventor's flower 

m (8) 

20 One with a plot not neeessar- 
- fly 0 gardener (7) 

2 “a* 1 underground? (6) 

22 a panel on ship (fl) 

24 Order a top room (5) 

26 Meals charge (4) 

Solution to Puzzle No.7,952 























FINANCIAL TIMES THURSDAY SEPTEMBER 17 1992 


* $41 




I 

- .1 



WORLD STOCK MARKETS 


AUSTRIA 


FIANCE (nottencdl 


16 


Seta 


+ *r- 


Aostrlwi Airlines ... 
Creditanstalt PI .... 
EAOwnl 

EVW ■■■■■■■ 

oSSJ 1 -"?.™: 


■btafemed 

SlorDateter.™ 

tfettfcber MagaesK . 
VrrtUndlBrlA „. 
WiCMrtmer.JB 
Z-Ueoderfaak ] 


... 1.885 IS 

... m -7 

lfcjOOO 4300 

Prrftnoojiy Zenert.. 1J71 -TO ' 
Radex Herald ttn ... 4&1 -* 

. 1.131 -59 

-185 -fc 

323 

440 -3 

... 3,480 -S 

. 1,030 .... 


belgium/luxem pours 

September 16 Fry 

AG Croup . L825 

Ackermans £650 

AlmaniJ 5.750 

Afbed 3.210 

BBL 3,455 

Bank Inti a Lux 11.500 

Band Gen Lux Pts 11,650 

airasar — w 

CMS 1.740 

Cnbepa 4.480 

CoCkerinPrht 141 

Colrwrt — 4,610 

DdkaueFri Ltat 1,640 

Electrabel 4.850 

Electrabel AFVi... 4,740 
EJeelraHiia ACT .... 2.375 

GBL 2.500 

GBLAFV1 2.510 

GIB Grow* L31B 

Gechem 294 

Generate 6anque ... 6,800 

Gnaert... 6,250 

Gtorertei 3,800 

bnmotMl 2.470 

Kredletbaok 4.930 

KredtetbmkAFV .. 4,830 

Mccaolver 3.500 

Mosane - 1.368 

Pan HoUIng Lux ... 12,100 

PMroflM 8790 

Powerful 2.245 

ftoyale Bdw 3.700 

BmfcttgetfVl 3.450 

Sot Gen Beige ...... 1,900 

Soc Gen Stipe AFY 1.855 

Safina 10250 

Solwc li46 

Sohay 1L800 

TracteW £600 

UCB 22.825 

Union Minim 2.050 


+ nr— 


-5 

-111 

-140 

-35 


-150 

+250 

-120 

-60 

-20 

-35 

+75 

-5 

440 

-» 


-10 

-1 

-70 

■ao 

-30 

+40 

+50 


+50 

+40 

+15 

-60 

-150 

+50 

-100 

-iso 

+200 

-175 

+45 


Denmark 

September 16 Kr 

Bafllea HoUtog Reg ..280 

Blkntxn 219 

Carbbarg A 266 

D/S 1912A 71000 

Dmkro 625gd 

Den Dorahc Bank .„ 231 

East Asiatic 69.25 

FLSIndB 425 

Great Nordic 274 

iSSIntlServB 875 

Jytice Bank fee 241 

Lanrtutn (J) B 1,450 

NKTA/S US 

Novo Nond B 532 

SophnsBeraidB ... L880 

TopDaitmwfc"'"'"! 620 
U nMaamaric A 131 


+ Bf- 


-30.40 

-1 

-6 

+1.000 

-5 

-0.75 

-10 

-ib 

-5 

-50 

-5 

42 

-60 

-15 

- 21.20 

-7.50 


FINLAND 

September 16 Mia +or- 

Araer 57 SO +050 

Celtor 5230 -0.50 

EnsoR 15 

HsMaMkl l Free . _ 119 -1 

kop 5 

Kone 8 Free 375 +10 

Ksinnwne 60 -2.20 

Metra BFree 53 

Nokia Praf Free ....44 

Pohjola B Free 21 

RepoU(Free) 27 -1 

Stockmann B 110 . 

TamoetU Free 9 

UnlUs 8k C Free 3 +0.10 




- ... nwnce 

September 16 Fra. +or- 

AGF 41730 +L50 

tecar 594 +3? 

• Air umiide Tsor -i 

Alcatel Alsthom .... 661 +7 

Auxll Entrepr 687 

Aka 825 420 

. a=& « 

BNP Cert Hit _ 38280 +10.80 

BansalreOe 361.70 -030 

S35S::::;::::zif" 3° 

. . CGlf\r. 1.002 421 

: JAPAN 

..._* SeptenMer 16 Yew + nr 

Ajinomoto 1310 -50 

Anono Brake Ind ... 425 

All Mnpoi Almajs 991 -39 

Alpstiectrlc 1,060 -20 

AroadaCo 981 -29 

AmanoCorp 1.390 -10 

AalaCeretnxIIaa ... bw> -20 

Anrltsu 801 -39 

Ao*l Coro 516 -19 

Arabian (HI Co Ud.. „ 4,100 -50 

Anhl Breweries .... 1.040 -20 

Asahl Chemical 619 -11 

Asahl Glass 989 +U 

Asahl Optical 370 -22 

AstaCorp ...» 430. -41 

Atsugl Nylon 575 46 

jt Banyu Pharm 910 -20 

■* % 

- , Cltnh 445 -15 

CSK £110 -60 

CaJpls Food 1290 -40 

Cahbnlc 3ft -14 

flQSS** HS 38 

- Casio Computer .... 1,070 -40 

. Central Finance .... 395 +7 

Central Glass 410 -15 

Chiba Bank 859 -41 

Chljwt* Coro 1780 -50 

CHjodiFliceiM bbs -14 

m CtwcuEIPwr £620 -120 

■ t ChogalPtarm ...... £300 -20 

*L_ * I Oagata El Pner... 2,260 -20 

— I 1 CIUMWitth %7 -27 

■ ■ ■ Doled Chemical .... 542 - -8 

M * I Baldo Steel 391 ' -10 

B I Oalfntai — 1.650 -10 

• ^ | I DaimKBBaBk — 1,650 -60 

■ B * Dallehl Ptarm £610 -50 

■ » Dalklnlnds 771 -19 

m DaHyo Inc ....832 -M 

a . , Dahnen IK 500 -27 

f -< IBli-fa ^ 

’■ a i'BKes-a 0 -? 

“ ■ .SlrSK : /.!#" -« 

lOahnBuk 909 +18 

I DalwaHtttt L60Q -30 

i Dal wa Sec 9M" -37 

Derm's Japan 2.480 .... 

DoUhreiM* 570 SO 

i OmaMlaingCo ... U4 +i 

EbaraCwp - -» 

Elsa) — i. 1.400 -20 

EoklGiko 1.240 .... 

S P *T Fame 3.520 450 

W I FB*COn*iieUM.. . «0 -28 

^ Full Bank 1760 -140 

. ■ I Foil Electric 533 -12 

_ p | I Full Film 2.570 -90 

SC ■ P Fuji Fire & Marine 760 

■ P Fall Heavy ind 394 -3 

B , FoIispInnlOB 590 -B 

B - I FuJIkna 566 -12 

B C i Fa] Ham Pharm ... 885 -25 

1 1 1* SjJS,“ ::::::: faS* -is 

B PU Fumkawa Elect .... 430 -24 

P B Gakken 652 

M GenSekiya 1,110 .... 

r GeteShosel 610^ -57 

Green Cross -60 

. . Cun-El Chemical ..470 +5 

Suite 636 -4 

hSSSpeTW"- W .. «9 

Haseko *60 -5 

Hal tori Seiko 1.120 -60 

Hflramj Corf 519 -U 

Heiwa Real Est 797 -27 

HIM Moure 714 -1 

Hirme Electric .... 3^0 .... 

Hiroshima (Bank) . 690 -8 

Hitachi - 787 -5 

Hitachi Cable MK) -25 

Hitachi Credit _.... 1.160 -20 

Hitachi Kokl 830 „ -5 

Hitachi Maxell ...» 1.440 -10 

Hitachi Metals .._ 768 +18 

Hitachi Sala 450 -20 

Hitachi Zosen 539 +2 

HaktaUuElMPv... 2.250 -30 

HokkaMeTakosh .. 550 -14 

Hokurika El Pwr ... 2,340 -10 

Honda Motor 1420 +30 

Honshu Paper 520 -20 

Horse Food Ind 2.040 -30 

HojaCnrp lri>00 -40 

IHI 499 , -U 

tnara Chm leal 533 -45 

Uaparoi Tushfoki 739 -U 

f - MU 825 -5 

' IfldoM Bank Japan. 2,680 -130 

, Mkl&Co 369 -10 

bhOuraSanpyp .... cl -11 

1*4 wanMeurs :36b -19 

? |1 mabani Foods — :. 830 -9 

_|*1 4HMM & CO 358 —3 

i f*i ItO Vokado»: 3.850 -150 

Wt (MbuEtec:.. . 3ft -25 

.I'J UOmlya....; 1390 -60 

I V> JEOL 580 -13 

J«CCW#.._.» £020 -M 

apt . JnUnl gfca ». 400 -20 

Til JAL JT’.7. 690 -33 

I * JapulieUbiCbM 669 -27 

|* ■ Japan Radio - 1.6N0 -20 


GERMANY (cnntlkaad) 


Srttembw 16 

Fix. 

+ or— 

September 16 

Dot. 

+ or - 


. £187 
.. 14750 

+80 

+£50 



-0.10 

+2.9Q 

Cairo . 

OresdoerSk .... 

. 343 

Mita 

_ 780 

—4 

Fag K well richer . 

183 


Cturgcurs 

Ch±lltdlterrt*ee 

.. 1,190 

-27 

GENE 

370 

-6 

411.20 

+4 JO 


230 

-11 


.. 3Z7 

+5 

Gohtachaidt CTHI 

880 

-5 

Gapam tot . - ... 

.585 

+3 

Hambwg Clrkt ... 

17950 


CC F . ....... .... 

-194 

-1 

HacagLYad 

445 


Cr Font France , 

838 

+43 

HeMribiM o 

859.50 

-5.50 

Cred Lron (CH . 

,358 

+3 




Credit National* 

.940 

-10 

Herilu 

285.80 

-L7D 


NETHERLANDS (cestimtf) 


Docks de France 
OoWnsMIegOe 

EMOeGeHl 

E«co 

Etf Apoitatoe 

awsp^.. 

esssrASb*’ 

ESSlIor hit T». 

Etek 

Enra f r a nee 

EuroRSCG 

Euro Disney 

FHPoilet 

FI next*! 

FoncLyoiuaise.... 

From Get tun 

GIM-Entrepose .. 
Gal. Lafayette .... 
GaumasttSacN). 

aS."::: 

Hans 

iineial 

hum de France .... 

Inmubonqiie 

Inrawft Ptienlx 

Interball 

InterteetMkpn 

LVMH 

Lafarge Coppce ... 

L Oreal 

Legrand 

Legris 

assr.1^.- 

MiebeilnB 

Moulinex 

Orean 

Paribas 

Paris R e escompte . 

Pernod Rkatrd 

Peweot 

Plnanlt 

PrirdemKCAit) ..... 


. 3.110 +9 

380 -2 

.29950 -430 


. 805 

-10 

, £260 

+15 

..400 

-6 

, 356 

+12 

.239 

+U 

1110 

+18 

. 610 

-15 

..472 

-3 

..400 

-10 

.. £730 

-5 

- £185 

-4 

..3&7 

-23 


.84 20 -0.40 

430.40 +20.40 
.105 -5 

556 -29 

■ 3.265 -35 

- 3ft -1230 
.. 1.970 -70 

-440 -5 


+1.90 

+11 

-5 


RadtotecJm 

Rideuie 

Rhone Poulenc CU- 

RoasseHlclaf 

SLIC 


.687 
106 
.496 
.305 
.795 
.540 -5 

. 115.10 -2.20 
. 382 42 

.5% -3 

. 3.878 -53 

284.00 -2.20 
. 1.000 +10 
4.280 —30 

263.50*#+l 
.537 -2 

.184.90 40.90 
. 210 -3 

. 11 bd -3.10 
. 785 -10 

.119 +1 

. 129 -3 JO 

. 366 +7 

.237 -8 

.451 JO +6-20 
.645 +12 

328.90 -4.10 
.673 -13 

576 


413.50 -2.50 
5670 +30 

405 -15 

540 -l 


.3MS0:| 


Safin Cutulu 540 +18 

Salat Louis 1.082 -27 

Schneider 634 +12 

SehSA 408 -650 

ScfbMS 

Slmca 

Skis RtRsignoi"! 

SocGeemfcdeFr. 

Soumo-Aiinjert .. 

!£!«??"■■■■ 

Talttinser 

TbcaraonCSF 

Total B 

UAP 

UFBLociliall 

Uni ball 

Union Immob Fr ... 

Valeo 

Vallourec 

Worms Cle. 


.405 
.590 -3 

.546 +5 

. 1260 .... 

. 2^9 -3.30 

■ 256 -0.80 

.2.250 -30 

147.20 +1.90 
224 +4.60 

.443 +12 

220 

366 +3 

408 

. 760 -10 

149 +4 

.225 -10 


GERMANY 


September 16 

Dm. 

+ ar- 

AEG 

AG Ind & Verk » 
Aachen Mcb (Reg) 

AJIlatuAG 

Aiunalad 

,.164 

433w 

-698 

zHS. 

V 

So 

Asko 

AstoPit 

BASF 

...605 
... 410 
219.70 

-10 

-15 

-£70 

Sadenwcrk 

... 26450 
,.279.80 

-0.90 

fasay 

Barer Verehisbk 

» 378 
,547 
-400 
..665 

+£50 

-2 

3 

Berliner Bank ... 
Berliner Kraft,. 

BHF Bank 

Biff. A Berger ... 
Ontonla Koruern 
CoteeteKomeraPf. 

::MS.IS 

,854 

-.750 

-.450 

-£30 

+1 

-020 

-13.50 

-13 


CoMhsenulAG ... 

Staler::: 

Deckel (Fri 

Deguxsa 


Douglas Htdg 



Hochtief 985 -26 

Hoeehst 249 +£20 

HotmaanPb .... 910 S 

Horten 146 -390 

I KB Deotschr Ind 253 -9 

Industrie Werke .._ 259 -6.50 

Kail* Sal* 106 +2 

Kamadt 529 -10 

Kauthof 431 -550 

KHO . 105 

KtocknerWerte .7810 -3.40 

Labmmr 591 

UHbefi 380 -35 

Unde.... 777 

Linotype-Hell .... 382 -9 

Lufthansa 105.80 -3 

Lofttensj n/» Prf 84 -2 

MAN 301 +L50 

MANPref 250 +4 

Marmesmaon 243 

MwMnVm .... 640 

Mercedes Hid 499 <0.50 

MfUlloewlIMftJlt 325 70 -OJO 
MneetnlSatttsg) -2470 +10 

Philips Komnam ... 550 

Porsche _... 510 -5 

Preussag 364 -1 

Rbdoeiefctia 895 

Dhriaraetall Berlin .248 -6 

Rhelnrneull Prf ... 176 -6 

Rhein Wen Si ......394 +i 

RWn West Q prf 31380 -3 70 

RMeothal 242 -3 

Scbering 701 -4 

SclmaitacUUbeca .348 -15 

Siemens 606 JO -3 50 

610 +20 
500 

19480 -2.50 
295 -2.50 

37550 *0 50 

214 -030 

30550 +150 
361 -5 

330 -1 

277 -4 

638 -2 

215 


Thyssrn ............... 

Vau 

Vebi 

VEW 

Yerelo-West 

vrStteaSi'”" 
Volkswagen Prf .... 

Write Pri. 

Zanders Fetapap ... 


ITALY 


It 


Lire 



, nn 

GredHo Itallano . 
Danitil&C 
EnfChem 
Fartozi Fin ... 

Flat Pm 

FIJI 

Fkfls 

FlnanzAffpInd... 

FondtertaSpa 

Gemlm 

Generali Asskair.. 

GlterdW 

IFtPri* 

lulcable 

lukzmeotl 

Ratgas.»» 

LWyd AdrUtlco ... 
Magnet! Marelli . 
tleoUjbaaca 
Montedison 

plrefffaici;;;.'." 
j3S" ,S| - 

aar™= 

&r=. 

B£?= 

SMI »..._ 

SnlaBPP 

ST6T- 

Toro Assfew 

Test Francs 

Unfccm 


ASS ~T 



FIs. +er- 


ABMreiHgldhi — 46.90 +1-50 

SSSK2^r»“ +1.40 

AtaM 80.6QM +1.40 

AXZO 146.50 *0.20 


September U 


ns. 


♦ w- 


AMEVDepRecs. 
SektiusOrean ... 
BgnmljWQ Opto . 
BrnbamoT Cl Drib . 
CSU DepRecs ... 

DAF..» 

OSM ■>. 

DorOOClA Prtr ... 
Ebreler Dep Rees . 
Fckker Dtp Rees . 

Gamma 

GUBncOepbs . . 

Helartw 

Hotted Scton 

Ha o o p rm Dec lha . 
Humer Douglas _ 

IHC Cal tend 

HUakadDrpBea 

hill Mueller 

KLM 

KMP 

KataUhaTODpRa. 

Kemuen 

Ned I laid 

Nljrero-TenCate . 
HmrVerBedDsIks^. 

Ocx V Grins 

Philips 

Po lygra m 

Robrco.. ............. 

Rodamca. 

Rottneo 

Roremu 

M— kWWBBfc . 

Royal Dutch 

Stork NV 

Uflllerrf Oeofteo, 

VNU 

toOm wjui Oste . 
Wasaixa Deo Rtn _ 
Woken H0e® Hen 


. 56.30M +1.70 
. 41.70 -0.20 

_ 57 

.. 35.90 -0 40 

. 97.80 -0.90 

.. 17 -0 30 

. I0L5O .... 

. 133.3OM+1.70 
.. 116.70 +2.90 
.. 22 10 40 JO 

99 -1 

.. 3420 -0.40 

.. 169.50sP+l 30 
..200 -2 

- 3a 50 40.90 

..47 

.. 8730 iO 30 
. 44.60* +1 
. 64 50 . . 

28.60 -0 40 
.. 42-ID 40.10 

- 32 60 -0.70 

.. 7.40 

3430 -0.70 

.. 9930 -0 70 

:. 5630 -030 
. 24.70 +020 

..47 60 -0.60 

.. 91 -030 

43.60 +0 20 

90.70 -0.30 

.. 75.40 +0.40 

_ 24 30 -0.20 

.. I45.2CU4260 
.31.50 +020 

.. 188 +0.50 

84 +0.50 

- 3150 -0.70 

.92.70 +1.50 

. 8350 -1 


NORWAY 


Se pt c udeer 16 


Kroner +or- 


Akxr A Free 

BenjaenA 

Dee oorrka Free... 

Dyoatnd 

Elkem Free 

lUMIRtAFifi » 

Kvaemer Few 

Lrit Hsegh 

Norsk Data A 

Honk Hydes 

Horde Sloe A Free . 

Orkla Free 

Saga Pel A Free ... 
Saja Pet B Free .... 
Ska uq end MI... 
StbrilB 

Unitor .............. 

Vard 


+3 

-1 


+7 


..30 
_80 
_ 9 
..90 

-“us 

- 119 

iso 
.139 
-56 
. 112 
..63 -6 

62.50 -250 


-1 

+250 


+0.50 

+4 

40 50 


..0.90 

.65 

::S 


SPAM 


Segtetober 16 

Pte. +ar- 


AtbatCorp Fin).. 

Aragnoesas 

Aalamf 

Bacm Bilbao Vib 
B anco Criral HIsp 

Banco Popular ... 
Banco Santander 



-85 
-35 

■MHO 

970 -30 


SWEDEN 


September 16 

Kroner +nr- 



ASA B Free. 

ASeaAFree. 

Area B Free 
Astra A Free 

Astra B Free 530 

Atias Copco B 270 

EteetfrimB Free 209 
Ericsson B Free . ..120 

EssriteBFree 107 

GambroBFree 257 

Incentive B Free.— 139 
Investor B Free ...» 95.50 -2 


-9“ 


SWEDEN IcawttaHdl 

September 16 

Kroner 

♦ or- 

UoOc* Pot B Fret 

128 

+3 

Mabel free 

U 


Presort H B Fret ... 

148 

-4 

SKF A Free 

90 

48 

SKF B Free 

83 


Sandvfkro B Free . 

327 

-A 

SkaadU Free 

58 

+2 

SkanEraUMaC.. 

14 



215 


SCAB Free 

84 

+2 

SCAAFree 

87 


Srita-H jodl.B Free 

30 



76.50 

-0.50 

Volvo B Free 

285 

42 

SWITZERLAND 

September 16 

Fra. 

♦ or — 


CANADA 


I SatM Stock 


Won LmChmOng Stove Stock 


TORONTO 

4 pm close September IB 
[ Ouotedora In cento urtoss marked $ 
too At*M pt sm% i4^ la's 

asm ApnicoEe a •<) +H 

146100 Air COB 396 4380 380 -IS 

35300 Mbrta EA 3166 16S >S*| 

7100 AONlGas x SU>H lSH 
188400 Alcan AJ S226 ah -4 

838300 Am Barr uS39* 38*1 38^ +lte 

209300 AMO Ik 1116 116 116 


Adteiptgcts) 

Ad la Inti (Brl 

AIho Use-Ore Br... 
Ahautssr-Ln* Rep . 
Ba/oise <Ptg Cts) ... 
Brown BoverllBr) ... 
Bumm Bovtrl Pig 

CSHUgs(Br) 

ClbaGel«r<8ri 

ateSeUyffiCK) ... 
CBaGei® Cftsg) ... 

Elektrowatt (Br) ... 

EMa(Reg) 

EMa CPtgCts) 

FtadterGcoOr) 1 

ForbofBrJ 

HoMcrhanktBr).... 
HoMsHoteOleg). ... 

Jelmoll (Br) 

JeteiolKPtgCu) .... 

laiAGAwllhg) : 
Leo Hold fBrl ...... I 

GleatfPMOs ... ■ 

MltroafReg) 

Motef-CotemtBri... i 

Nestle lBr)_ ■ 

Nestle (Reg) < 

Oa-Buerine(Br)... < 
Pargesa HldtBr) ; 
Pharma VbioalBri.... 1 

Plrel/I (Br) 

Rlchcmttit A (Br) .. . 

Roche (Bri ! 

techelGenuss) 

SMHiRefl) 

SaodoztBr) „l 

Saado* (Pto Cts) ... i 

Sandot (Ren) ; 

Schindler I Br) J 

SchtedlertPtgCts) ... ! 

SlkaltegA 

Survriltence I8ri ... I 

Swissair <Bri i 

Swiss Bank (Bri .... i 

Swiss Bank (Rid i 

Swiss Bank Pl^ts...: 
Sv+ln Reins lari.... J 
Swiss Reins (Pigl ... ! 

Swiss Volksbk « 

Uutao Baric (Br) ... i 
Winterthur (Bri .... 
WlrtMlwrtPti) ... 

Turich Ins (Br) 

Zurich Ins (Ptg).. . 


SOUTH AFRICA 


September 16 


ASSA 

AECI 

Allied Tech 

Anglo Am Coal .... 

Anglo Am Corp.... 
Anglo Am Goid .... 

Anglovaal N 

Bartow Band 

BuffeH ... 

CNA Gallo 

DeBeerefCenuoary. 

Deri kraal Gold ... 

n. i-r u . j . 

East Rand Gold ““ 
EtendsrandGoU .. 


Hret Nat Bank ... 
Free Scnr Cobs Crid _ 

Gencor 

Gold Fields SA..„ 
Hanebeest 

Kinross Golij 

Kloof Gold 

UbanonGoW 

Liberty LHrSA ... 
Malhold. 

Ned 

OK 

Patebora Mag 

Premier Gp 

Rembrandt Grp — 
Rembrandt Cnt/I . 

ItastPtet 

SifrewitoA Rmke 

Sage HIM 

Smith (CGI Ltd ., 

SA Brewers 

SA Man Amcor 

pgerOats 

Hu leu ., 


:S 

.110 

.64 

:i6i 
: 49.50 
:S.75 

Ik 

350 
. 1150 

:L 

. U.05 
.9.704 

S 3 

g.75kl 

S.50 
7 
70 
42 


»... 77 


-0.05 


+1 

-2 

+3 

-0‘.50 


-1.75 

+0.50 

+0.15 

-0.15 

-I 

—2 

4050 

-035 

♦0,50 

*0.75 

-0.06 

+0.50 

+ 0.10 

-225 

-«!25 


-0.25 

-050 

-0.90 

-0.75 


10.50 41 

117 +L 
54.75 -0.65 

p-4& 


16 


Japao Storage B*u 
JapaaSynRkfaber 


Kagome 

I^Ptowi’... ... 

Kandrnko.» 

Kanebo ...» 

Kaneka 

Kaotmatsu Corn .. 
Kansaf El Power... 

Kxnsal Paint 

Kao Carp 

KawagfclHeinyM.-. 
Kawasaki Khen .... 
Kawasaki Steel »... 
Ktibk Elec Eipresi ... 
KrioTeHsEIRw ..... 

Klkimman 

Klnden 

Kobe Steel. 

KoHoManF 

Kokusal Electric ... 

Kokuyo 

Komatsu 

Koaka ...... 

Kayo Seiko Co ..... 

Kubota Corn 

Kcmagai-Guml .... 
KumlaTateinkal .. 

Karabolnd 

Kurmay 

Knreba Clwmlcal 

Kudu Water 

n - 

iSKlryo 

Hakto.‘.'“ , .“ 

tiwnSiluae Bt „.. 
Kyushu El Power ... 


Maeda Coro 

Maklnu Milling .... 

MaJtiuCOrp 

Marubeni . — 

Marwtel Food . — 

Marol 

Mwutehi Steel .... 

M-sMtaEtlnd 

M'dttiaElWV 

M'sbtta Koto 

M'jfliU Refrlg 

Mazda Menr dip -- 

MelilSeika 

Mercian Corn 

MBrw) Coca Cote 

Mteebea ...» 

Minolta Camera ... . 

Ulsawa Homes 

M'bhMBk 

M'MsN Coro 

WfatehlElec 

Mtwu Estate 

M'bbblGtoOm..- 
ITbWd Heavy tad.... 

erbish) Kesri 

ftTHsM Materials .» 

M'UtiilDH 

krbtstri Paper 

M'MriH Pctchmn... 
M'blshl Plastic* ... 
kTbfahl Rsyno 

M^bUSteri 

M'btsbl Tr&Bk 

M'bUd Wreetwose .. 

MltSDbotei Beltteg .. 

Mitsui Co 

Mitsui Eng Ship.. 
Mitsui Fudosan .. 
Mitsui Marine 
MttalMM&S«i_. 
MttsulQrii Line ... 
Mitsui Pe t chc w ... 

Mitsui Soko 

Mitsui Toatsa ..... 
Mitsui Tr&Bk ..... 

MltsufcosM 

Mitsumi Elec 

Mlyaiitren Worts.. 
MUuno Sporting.. 
MoehldaPhann ... 
Morinaga Milk ».. 

Mori Seftl 

Murata Mamfaet 
NEC Oorp 

NCK Imulaurs ».. 
NGK Spark Plug .. 

NHK Soring 

NKKCorp 

NOKCOrp 

NSK 

NTH Two BrorteB -- 
Nacfil Fufikoshi ... 
Nagasaklya 

MjMMB 

Nagoya Railroad ... 
National Moose ... 

Niehn 

NteMrri 

NHns Cement 

NDied Homo .. — 

NhunPar+etUlag .. 

Nligau Eng 

NiwuSec 

Nikon Coro 


fur 


-ins 


16 


NIAereki 

MtatoiMtBato 
Nippon Deni o .. 
Nippon Denso .... 
Nippon a Glam . 
Nippon Express ... 
Nippon Fire — 
NNpWi Floor MUR.. 
Nippon Hodo.... 
Nippon Kayaku .. 

HTppofi veil not 

Nippon Mining 

Nippon Oil 

Nippon Paint 

Nippon Rood 

Nippon Santo 

asssi- 

Nippon Shlnpan .. 
Nippon Shlnyaku . 

Nippo n Soda 

Nippon Steel 

Nippon SuHan ... 

!Sr: v “-.: 

Nippon Yakln 

Nippon Yojen 

NippooZeon 

NNbimauuConzr 

Nissan Diesel 

Nissan Motor 

Nfcreel Sangyo 

Nlsshin Floor 

Nissbhi Oil 

Ntehlnbo Ind .... 

Nlsdulwai 

Htaln Electric... 

NIsstaFood 

NltsuKO. 

NiUoBoseU 

Nillo Denko 

Nomura Sec 

Nortuke 


Yea + or - 
...10200 -200 
_ 5,870 -30 


-25 


413 
1J60 

-641 

,688 


-13 

-21 

-23 


... £200 +50 


-35 

-30 


745 
...640 
„. 1.650 
...505 
...648 
,.525 
.. 1290 +10 
..451 +1 

..994 
..480 
... 636 
,1,250 +10 
.. 5&0 +19 

..300 
,493 


+3 

-26 

+9 


-36 

+9 

-12 


+5 

-26 


.. 16.000 +100 
.. 580,000-4,000 
,.464 -14 

••£2 ■* 
,.692 -31 

1.050 -20 

3^7 -3 


-10 


48 

-20 

+5 


,585 
..1.180 
, 1.060 
,995 
,955 
.. 430 
,847 

::§T S° 

,425 -9 

.. 1220 .,. 

, 1,650 -50 

,931 -44 


(tokje EfcartcBuT . 
OhbjyasM-Guml . 


Sfife 

Okurru Com 

Okunura-Guml .. 

Olympus 

OmrgaCaip ... 
OmdaDeneat 

Ono Pharm 

Omani Kmhlyama 

Orient COrp 

Orix Crop 

Osaka Gas 

Renta Ocean 

Pioneer Elec 

Prfma Meat Pact .. 

Renown .... 

Rkoh 

Royal 

Ryobl 

Sakura Bank ..... 
Sanden .... 


, 740 
,608 
810 
371 
.847 
..849 


-25 

-27 

-50 

-16 


1,070 -30 

1.110 -20 
*■* -1 
.5.850 -10 
, 1240 -10 

.. 680 -20 
,.£080 -190 

. -15 

.795 -U 

,. 3J10 -50 

.525 -29 

. 450 -2D 

.658 -11 

:4So° -16 


Saowa Bank 

Sanws Shatter. .. 
Sanyo Electric .. . 
Sanyo Kriro-jko 
Sapporo Brews ... 
Secom 

fSnu^iiway 
SeMoTrarapon 
SriyoFoodSys ... 


Chemical. 

Srkbol House 

SettouCbrp 

Seven-Eleven .... 

Sharp 

SMkefea Oeu Pm 

SWmlau Cncp 

Shto-EtSB Chero 
Sbi 


Shochiko 

Shofcusan JoUku , 
SbowaAtamWwn 

Shewa Denko 

Show* Elec Wire., 

SSSlSS&t::: 

SmBnidMilk'...' 

Sony 

Stanley Electric .... 
Semmmo Bakellte . 
Sumitomo Bank . 

Son Hcrno Cortot. 
Smfomo Genual ... 
Sumitomo Coro ... 
Sumitomo Elect .... 
Sumitomo Heavy . 
SwatumeLHMM .... 
San Homo Marine .. 
Sorts** Metal ted-. 
SI— ilRUINlt — 

Sumitomo Realty .. 
SamKumoTr&Bk . 


Sank] Motor 

TDK Coro 

Talsel Coro 

Tabho Pharm 

Talyu Fishery 

Takaoka Electric.., 
TamraShiao 


1.180 -60 
_ 534 -11 

.£250 -50 

..1.160 -70 

..^MO -40 

’405 -9 

, 490 -14 

.948 -27 

.5.670 -110 

, 9J50 -50 

.. £380 .... 

.£700 490 

.945 -10 

.£080 +10 
.772 -28 

. £160 -30 

.410 -20 

. 6.900 +50 

.£040 -40 

.£230 -60 

.£000 -60 

£380 -20 

. £120 -20 
.«0 -16 
490 -5 

.318 -9 

.516 -20 

. 551 -14 

. £220 -10 
£310 -40 
755 -as 
4.240 +30 

.648 -2 

.406 +1 

£690 -40 
559 -13 

455 +10 

.775 -13 

.940 

429 -13 

374 -12 

820 -27 

267 -O 
731 -8 

660 -28 
£020 -20 
665 -20 

833 -17 

3.550 +10 
no -12 

£950 -SO 
4W -19 
-20 
-28 


■*# ^ 
& 


September 16 

Takatfilmaya 

TakedaChem .... 
TanabeSelyaioi . 

Tellln 

Telioku 0)1 

SSSSLa-: 

Tobl5h(ma Crop • 
Tobu Railway ... 

Toel 

TobO 

Tcftota Elect Power. 

TokalBank 

Total Carbon 

Tokico 

Tofclo Marine .... 
Takuya ma Soda .. 
Tokyo (Bank) ..»., 
Tokyo B'castlng ■■ 

SKfTS:::: 

Tokyo Electron .... 

Tokyo Gas. 

Tokyo Rope 

Tokyo Steel 

Totoo Style 

Tokyo Car 

ToWruCoro 

TokyuLaiw 

§52*^ 

Toshiba Ekci 

TcSitolKStew'. 

Toshorii 

Ttxwh Corp 

TotP 

Tmo Construct .... 
Tofrix Axiom L0M 

Togo l"k 

ToyoKanetsu 

ToyoSeikan 

Toyou Molar 

TqypTIre&Rub .... 
ToyoTn 4c8kg., 
T^knOHNItaR..- 
Tsugaml 

UBEteds. — 

Unltika 



. 1,070 
. 1,770 -70 
£680 -60 
.£780 -40 


430 

a. 

£270 +20 
560 -2a 


-15 
-Q 
£950 -10 


662 

413 


-20 

-24 


1.230 -50 
1.120 


662 

625 

.911 

565 

810 

431 


-13 


-29 
-15 
-20 
-13 
£540 -50 
567 -5 

». 1300 -70 


521 

764 


-29 

-20 


3,310 -170 
£430 -20 


Victor ervo 

Wacoal 

Yamaha Corp 

Yamaha Motor 

YamaldU SeoiKlcs .... 

Yamaooudil 

YareatakrHcriqiwM - 

Yamato Kogyp 

Yamate Transport _ 
YanuuM Baking . 

Yasuda Fire 

YasuroTstGBkg — 
YasdtawaEtec -... 

Yokopawa Elec 

Yokohama (Bank) . 
Yokohama Better 
Yomfuri land 

Yoshltmni Phrem .. 

Yuan Battery Co, -. 


.441 
. 930 
.501 
.446 

.414 

.395 

865 

BOO 

976 

740 

660 


-14 

-65 


-3 

-10 

-35 


-74 

+10 

-45 


2^50 -U0 
£050 -10 

1.460 -20 
1,020 .... 
1.700 -60 

766 
901 
460 
765 
980 
598 
961 
915 
653 


—40 

-28 

-1 


-20 

-2 

-29 

-21 

-34 


Zexel Corp 514 -1 


AUSTRALIA 

Srtkerater 16 

MS 

+ to - 


... 1-14 

-0 02 

Aberfayfe ..»._ 

4.20 

-a is 


Amcor' 7.45 -0.04 

Ampolex 4.07x1 +0.02 

Arrow 7.80 


Axhtou £53 

ANZ Bank £97 

Aral Gat Light £67 

Aust Nat teds 1.80 

BHP 11.98 

BTR Mylex 2*4 

Baral 2.85 

Boug'vllle Copper . 0.40 

Brambles teds 15.96 

Bridge OH 0.43 

Brferier lues 0.66 

Bums Philo 350 

CSR 3.93 

CRA 12.60 

Cah ex Aust £15 

Chi Item Cap 1.15 

Coal Allied Ind. 9.23 

Coca Cola Amatll .... 6.956 

Coles Myer 10.76 

Comaico 3.70 

Goran Bk Aust _... 6.61 

Crusader 0.96 b) 

Dominion Hng ..... 0.38 

Email - 3.62 

Energy Res 1£0 

FAI Insurances 057 

Fletcher Chllnge 1.69 
Fostert Brewing .... £38 

Gen Prop Til £08 

GJO Australia 2-27 

Goodman Fielder . £56 
Hardin (J) 254 


Highlands 
Cl Aust., 


Gate 


Jennings 

KUstoaGald 

Laid Lease 

UIU 

Marne NldUess . 

Metal Mamif 

Mteoroc 

Nat Aust Bank. . . 


120 
.5.12 
. 0.12 
. 160 
.13.50 
2.98 
6.47 
2.064 
009 
733 


+0.03 

-0.07 

+0.03 

- 0.01 

-050 

- 0.01 

- 0.01 

■4)52 

- 0.01 

- 0.01 

-0.03 

-0.05 

-0.30 

-0.05 

-0.03 

-0.24 

-0.07 

- 0.12 

- 0.01 

-0.06 

+0.05 

- 0.01 

-0.08 

-0.03 

-0.03 

- 0.01 

-0.08 

-004 
-0 02 
+0.03 
-0.24 
- 0.01 
-0.03 
-0.04 
- 0.01 
-0.11 



:Si 

*0.75 

AUSTRALIA (anttenrt) 

September 16 

AastS 

+ nr — 

Newcresl Mining 

_ 0.51 

-0.02 

News Cora 

.. 2£70i 

-0.14 

Ninndy Poseidon 

.. 1.12 


North BH PeW .. 

.. 1.97 

-0.02 

Pacific DantOP .. 

4.79 

-0.02 

PanamtinenUl .. 

-0 2k 


Pasrnlneo 

.. £45 

-0.05 

Pioneer Inti 

- £82 

-0.03 

Placer Pacific ... 

.. £40 

-0 07 

QCT Resources ... 

.. 1.07 

-O.Oi 

Renlson GoM 

.. 4.15«d 

-0.07 

ftothmarB Anrt . 

-6J0 


SA Browing 

-3.09 

40J)1 

Sanies 

..2.92 


Smith (Kwd) 

..5 

-0.02 

Sons of G walla .. 

~ 4.60 

w... 

SuxktandTst .... 

.. 2.88 

4033 

TNT 

-1.13 

-0.05 

Trieoxn Corp NZ — 1.75 


Tyco lots 

,0.68 


Wesfarmers ... . 

,.5.86tf 

-0.06 

Western Mining 

.483 

-0.04 

Westfield Hdg .. 

.4.90 


Westfield Tntit 

.. 234 

-0.01 

Westpac 

.. 2.90 

-ooo 

WoodsfdePH,. 

..3.86 

*■■■ 

HONG KONG 

September 16 

H.K4 

+ nr- 


Amoy Praps 

Bank East Asia .... 
Cathay Pacific,-. 

Cheung Kong 

China Light 

China Motor 

Cross Harbour 
Dairy Farm Inti ... 

Evergo — 

Groat Eagle 

6ooeo 

HSSC „.... 

Hang Lang Dev .... 
Hang Sera Bait* ... 
Harbour Centre .... 

Henderson lm 

Henderson Land ... 
HK& China Gas.... 
HXBShw^ Betel _ 

HK A I rorall 

HK Electric 

HK Land ...» 

KKtahrATrA — 

HK Telecom 

Hopewell Hldgs ... 
HutcmsawWpa-., 

HytanOev 

Jartflne loti Utr ... 

Jan) tee Math, 

J ardlne Strategic .. 
Kow loco Motor ... 
Mandarin Orient ... 
New World De* .... 

Realty Dev A 

SHK Props 

Shaw Bros - 

Shell Elec Mfg — 

SI roe Darby 

SiaiHuug Kal Co 

Swire Pacific A 

Swire Pacific H .... 
Tele Broadcast . ., 
Wharf Hotdlnra .... 

Wing Ou Co 

Wimorlnd 

Worid Inti ...» 


5.90 
34 

10.80 

22 

31.25 

34.25 

17.90 
10.60 
3£5 
3.40 
£85 
545M 
955 
5050b) 
6.70 
3.40 
15.80 
13.20 


+0.05 

-0-25 

- 0.10 

- 0.20 

+0.25 

-0£5 

+OJ0 

40.10 

+ao2 

-0.02 

-050 

-0.05 

-1 

-0.05 

40.02 

- 0.10 

- 0.10 


5.70* 

2130 -0.20 

16-30* -0.10 
14.10 


9.45*d 

*0.05 

835 


520 


15.60 

-o"io 

12.70 


8.75 

+030 

S3 

+1 

23 

-0J.0 

930 

-0.05 

6£0 


15,80 

40.10 

16.60 


30.25 

-0.25 

b 

~ 

£86 


9.30 

4030 

335 

+0.02 

35.75 


5.70 


a bo 


1530 


8,95 

-bibs 

11 60 

-0.10 

7 65TO 




MALAYSIA 


Sratanber 16 

MYR + Sr — 


Buustead 

Hoag Imm Credit „ 
Malman Banking 
Malayan U id Ind, 
MutU Purpose „», 

Public Bank 

Suite Darby .... 


£49 

l:lo +0.10 

£53 +0.05 

U.9 -0.02 

1.29 -0.01 

4.02 1052 


September 16 


SS 


Osld Storage — 

DBS 

Fraser & Neavr 

Gentlng 

Haw Par 

techcape 

OOB 

S' pore Air Free 

Singapore Press 
Straits Trading 
Tat Lee Bank 
UOB 


.£48 
. 10.80 
. 10 
. 7.65 
. £04 
.5.75 
.5.90 
.l£60tf 
.4.70* 

. 14.80 
8 60 
.£94 
.3.06 
. 635 


-005 

- 0.10 

- 0.10 

-0.05 

- 0.01 

- 0.10 

■025 

- 0.20 

-0.04 

-0£0 

-002 


Price data anppiM by rtotoura. 


NOTES - Pries 66 this page are as 
■rooted on the individual exchanges 
and are mostly lau traded prices, fa) 
unavailable. § Dealing] suspended, cd 
Ex dividend, xc Ex scrip ISttfc tr Ex 
rights, xa Ex all. 
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: 326800 Bk HontTI 
*30000 Bt Non Sc 
15700 BCSuoW A 
28*700 BCE tee* 
36000 Bonner* 
14100 BOH A 
321900 Some-flwfl 
1233)0 Bow Valley 
5300 BPCanaaa 


63300 Btaecsn A 
32600 Orewk n am r 
13400 BCT* x 
3800 Bnincor X 
300 Brunswick 


*47 >1 
»>* 
•10 

10 

*7*4 

SI* 

*10^ 

uttS 

» 

*w*| 

44 

«TJ» 

S20S, 

»1< 


48S* 40*| 

a»i a\ 

Ik Ik 
4fi£ 451a 
0 8 
7 7k. 
13 13>« 
HJS* 10* 
1*H IS 

as on 
ia*» i«h 
40 e 

21 >t 21 s * 
20% »% 
9% 9% 


-% 


-% 

-% 


+% 

+0 

-% 


+% 


13900 CAE IM x *8% 5 6-% 

230400 Cambior uSMV 10% 10% +% 

4800 CamPridgx 5i7% 16% >6% -% 

1SOO Camaco $15% 15% 10% +% 

200 Cbtol l*W* S3 sa 83 

288800 CanlrapGX $29% 29% 29% -% 

13000 Can Occid $29% 28 29% +% 

174400 Can p»c $17% w% ir -% 

+% 
-% 
-% 


800 Can TVa $17% 17% 17% 
124000 CanTIra A $17% 17 17% 

38300 Can IMA $22% 22% 22% 


6K»CanUMB 

522% 

22% 

22% 


18200 Irripnrfhpe 

«*> 

25% 

25% 

-% 






5*00 faMUOrp 

$24% 

23% 

2*% 

+% 

73*00 Cantor 

527% 

26% 

26% 


7800 hraco A 






24 





,4 & 

14% 







2700 Jaitoock 

$14% 

3500 Caacad+n 

$7% 

7% 

7% 

+% 

500 KarrAddls 

u$i*% 

10% 

16% 

+% 

6600 CatoDBOT t 

$41 

41 

41 





29% 








*»% 

29U 


238900 CbwtxOd* 
STM Crarl Fd A 

830 

u$S% 

315 

48 

330 +10 
6% +035 

200 Laterga 


8% 

15% 

15% 

+% 

4600 Con* nee 

$22 21% 

21% 

-% 

680*00 Laldlaw B 

$10% 

9% 

H) 


2000 ConutoJog 

67 

57 

67 

+2 1 

1200 Ltorara Bk 

$10% 

10% 

10% 



86700 Corel Sya $21% 21% 21% 
100 CoacanOwv 900 S00 475 

28100 Crown* A 124 122 122 


LowOoe* Cfcng Stow Stock Wpi Law Oee* CDns 

2200 Laurent Gp $5% 5% 5% -% 

1SWO M> lie ■ «S10% 10% 10% +% 

21400 Lohlaw x $17% 17% 17% -% 


200 Pe nto o n A 
3800 Darten 
33200 Dolaaco 
5800 Domna H „ . 

53400 Domtor too $7% 

1400 Ou Pom A $42% 42% 42% 
B 1600 OundxaBncA 340 315 340 


77 S Z 

$5% 5% 6k 

$11% 11% 11k 
$8% 5% « 


181900 EdW Bw U $8% S B% 
900 EraeoLtct $8 6% 6% 

2900 Empire Sll% 11% 11% 
38(00 Euro Nov $10% 17% 18% 

3*500 FP1 Ltd 386 340 3*0 

13 too FohnstkVnr $8% 8% 0% 

10400 Firming $U% 12 12 

13300 Fit Win A 510% 10% 10% 
1000 Fortle SZ3% 23% 23% 

3500 Four Seasn 318% 19% (8% 


+i 


+% 


ft 


10100 FrancoNOT 

u$3l 

30 

31 

20000 

• 

8% 

0% 

100 Qaadto A» 

S»9 

16 

I» 

109700 0M*8H« 

u*75 

460 

475 

20200 Qnngn 

143 

13* 

140 

41600 enruMx 

$14 

M 

14 

54900 Qua COT R 

S8% 

6% 

B% 

1900 ow urns 

S5% 

5% 

5% 

700 HanttSlAi 


S% 

J* 


+% 


1 


300 itotow Sd * $21% d20% 20- 

14200 Heee mu $14% 13% 14% 

S5S500 HwrtoGtod $10% M 10% 

2700 Honteoer 512% 12% 12% 

2800 Home 011 $15% 15% 16% 

3S730O Horsham *10% 10% 10% +J* 

100 iw«aywa5 *6% 6% 5% 

8000 HudsentBay *28% 28% 28% +% 

134700 fanaeco S»% 35% 35% 

00900 Imp Oh 547% 48% 48% -% 

124100 Inc* $32% 31% 31% -% 

1000 imktonnT »% • 9 


210000 

182300 

2S7900 

11500 

2900 

200 

3000 

2600 

1300 

56500 

1800 

6+5700 

36000 

5700 

3300 

58400 

600 

8*00 

325600 

200 

222900 

3700 

3600 


Macfcanzin 
Moot Bl 
Magna IMA 
IrtUf+Or 
Mini TAT x 
Mark Has 
UOSttsr 9 
UaUU Min 

Mlnnova 
MOM Corp 
Mobton A 
Moore Carp 
MuscccbO 

NW 8k Can 
Mona Vkl A 

NetandaFor 
Horanda 
NarcnB.12 
NCHcnMVIg 
K0> Taw ■ 
NonngaM 
Novn Corp 
Norm Mr 
Numac Od 


$5% 

sta% 

$31% 

$14% 

$21% 

56 

*«% 

sm% 

516% 

238 

532% 

521 

5 

58% 

58% 

»% 

S»% 

«s% 

*21% 

*42% 

70 

$0% 

58% 

$5% 


5400 One. Corp $8% 
28800 Otouwn A $22% 
286500 PWA Corp 330 
65800 Pagurian A 435 
1800 Pancdn PM $26 

34000 Pegasus e522% 
10900 Ptanew hit 15 
Utsam PtacarOoraa *13% 
131900 Peco Pal 460 
16200 Peww Cere *15% 
2200 Power Fin u$2? 
1000 OutoecBt A 515% 


425800 Hanger Oil 
10000 Rayrock 
aoo Heed Sum 
400 HnXman S 
7000 Renaaanca 
BOO Repap Era 
76 00 H>o Atgcxn 
373900 H og w sOa m B 
100 Hommans 
268500 floyaSkCan 
318200 RylOdtllt 
161800 RylTi 


tOO SttjMiCrx A 


50% 

uS9% 

530 

515% 

518% 

335 

517 

*14% 

595 

*24% 

220 

55% 

$9 


0% 5% 
16% 18% 
31% 31% 
14% 14% 
21% 21% 
« 6 
18% 16% 
13% 13% 
18% 18% 
228 228 
32% 32% 
20% MS 
5 5 

8 8% 
8% 6% 
8 % 8 % 
19% 19% 
25% 25% 
21 % 21 % 
41% 41% 
70 70 

8% 8% 
8% B% 
5% 9% 

7% 8 

22 % 22 % 
310 310 

420 430 

26 28 
21% 22% 
15 15 

13 13% 
450 4 SO 

(5% 15% 
?!•’* 21% 
15% 15% 

B% 8% 
B% 9% 
30 30 

15% 15% 
18% 16% 
330 335 

18% 17 

14% M% 
95 96 

24% 24% 
200 St8 
6 % 9 % 

0 8% 


-% 

-% 

-% 

♦% 

+% 

+% 

-% 

-8 

-% 

-% 


-% 


+% 

-% 


-% 

-% 

+% 

-15 


+% 

♦H 

-10 


+% 


+% 

-5 


-% 
+12 
— *S 


2*3700 Seefwa R» 
2800 SconPapar 

14700 Scotia HOT 
87500 Seagram Co 
21800 Saara Can 
400 sneacao A 

82800 She mu O 
33500 SHL Syat 
300 SNC Group 
HMOO Sonora Old 
15G0O Soudtatn 
3700 SpuAatax 
25000 Srateo A 


ro ra 
Ok Ilk 

5«5l 


17% 17% 
18% 18% 
(0*0 3*8 


-% 

-% 



2200 UAP A 517% 17% 17% 
7500 UnlonEM t *15% 15% 15% 
4100 UmtodCOrp 520 27 % 27% 
4800 UMDomlnd 511% 11% 11% 
12400 Unhra x $7% 7% 7% 

22900 Viceroy fte $5% 5% 9% 

88800 Wcoaal E *17% 17% 17% 
3400 towdai 537 % 37% 37% 
8400 WICBx u*l5 M% M% 
f - No voting right* or rrobkttd voting 


-% 


MONTREAL 

4 pm close September t6 


231600 BombrdiarO 

SI* 

13 

>3% 

-It 

81200 Crunbtor 

U$1D% 

ra% 

10% 

+% 

59200 Canton Bk 

$29% 

29% 

25% 

-h 

200 Cartoaiconl S1«% d14% 

14% 

-i 

laaoo Cascades 

$7% 

7% 

7% 


200 DomlnTxt A 

$6% 

8% 

8% 

-% 

7500 Mrottosllnl 812% 

12% 

«% 

♦% 

oinaoo NstBk Can 

$0% 

8 

8% 


8S00 Otetooi A u*»% 

15% 

'5% 


6800 Tetogktmx 

$13 

12% 

12% 

-% 

1400 UMva x 

*7% 

7% 

7% 

-% 

25500 Vldwotron 

317 

M% 

17 

+% 


Tom Sato* HM80J00 Uwm 


INDICES 


Near vorac 

DOW JONES sop 


itostrtih 


Trampnrt 

oomifl 


Sep 

JS- 


Sep 

14 


Sep 

11 


»M£1 53Z7 J2 JSTbZI 3305.70] 
U£tt 102.93 103.04 10285 
127 £13 128583 130825 127739 
21938 219.14 221J9 22L83 


STANDARD AND 

Compotiiet 419.92 

MHtriab 49581 

Flanctel 33.12 


OJ te8. Days HI 

POOR'S 
419 77 42S£7 
498.43 50330 
3507 35i45 


HIGH 


LOW 


3*1X21 3172.41 

u/u an) 

103 .0* 98.41 

Q4» tawi 

146738 l54M 

(20/2) Bfifffl 

22539 200J4 

(3/1) 0/41 


335332 0372.92) lew 3288.95 0317361 (Thramlcaif) 
3338.93 (3374871 Low 3307 60 (332387) Unirtgi 


Sinco cornpHabon 


HIGH 


LOW 


3413£1 4122 

OT Q ST 

(5/9/89) 0/7/32) 

TV, 71 lOJfl 

0/1/90 mm 


41936 

495.96 

34.79 


NYSE Cooped If 23107 
Aoex MH. Vatae 38582 
HbSDM) (angnlte 58589 


2310* 233.73 
385.73 39085 
56786 99421 


23080 

386.45 

S83.0) 


Sep 11 


42527 394JO 

Sff s& 

a/a m> 


23X73 217.91 

u 4/9) an 

418.99 374.0* 

(12/2) (26/6) 

644.92 54784 

(12/2) (26/6) 


Sep 4 


42527 4.40 

ffl? ‘W 

0/8/92) 0/10/74) 


23X73 4.46 

(»2^) 

(12/2/92) (31/10/72) 


Aug 28 year ego (approx.) 


Dot bdusbteJ Div. YW 


3-12 


X15 


336 


X07 


Sap 9 


SepS 


tag 38 year ego (approx.) 


SAP lidtotftal Ur. |NN 
S A P M. P/E ratio 


£64 

27.46 


£63 

Z752 


£64 

27.18 


£70 

2133 


NEW YORK ACTIVE STOCKS 


Wwdnoa rt i y 


Stocfct Ctoslng Change 
traded price on day 


TRADING ACTIVITY 

Y Volume Millions 


Royal Dutch 
IBM 
Gtaan 
Mock 
Gcu Motors 
Do Pont 
Fed More 
RJRttdilja 
HMm 
Pbffls Monk 


86% 

82% 

28% 

47 

33% 

47 

41% 

86 

19% 

84% 


♦ % 
- 2% 
• % 
- % 
- % 
• % 
• % 
- % 
+ % 



Sep IS 

Sep 15 

Sep 1* 

New York 5E 

229380 

200220 

250107 

Are 

17004 

14.488 

l£blO 

HASOAQ 

<x) 

181013 

226.999 

NYSE 

taros Traded 

£324 

£334 

£352 

lasts 

780 

494 

£295 

Falls 

967 

£3*5 

573 

Vnrtrmgrt 

577 

515 

«84 

Newm^s 

54 

51 

134 

New Lots 

38 

22 

16 


CANADA 

TORONTO 


Sep 

18 


Sep 

IS 


Sop 

14 


Sep 

11 


HIGH 


LOW 


MeUiAMIraab 

Cowoodu 


294458 2957 J8 297559 291957 323887 Q6/U 
345X80 3464.10 3470.40 344060 366680 (16/U 


282626(8/4) 
3318.10 0/4) 


MONTREAL POrtbOo 


1727.04 (8/4) 


178953 1804.878 

180X60 1786.45 193759 06/1) 

Bat* valid of all Indites are 100 except NY5E All Common - XOiStamterd and Panr'i- 10; and 
Toronto Com poslte and Metab- 1000. Toronto Indices based 1975 and Montreal Portfolio ^ 

83. tExtisdiog boodU Industrial, pta Utilities, Financial and Traraporution. tel Cioied. (td 

Unavailable. +The DJ Indl. Index tiworetlal day's highs and hnK are the a*eraoB of ti» highest 
and lowest prtees reached daring the day In each stock,’ wtwrrts the actual day s highs and lows 

(supplied oy TeUfaas) renresart the blSiesi and lowvsl valiws that the Index has reached during the 

day. (The figures to brackets are prerraus day's). * Corrected figure. 



Sep 

Sep 

Sop 

Sop 

1002 


15 

IS 

14 

11 

HIGH 

LOW 

AUSTRALIA 

All QsArar la (1/1/80 
ABUkrae (1/1/30 

150b* 
667 1 

15304 

6764 

1536.7 

677.7 

15812 

6625 

1664J8B2/S 

72680 am 

147198 m 
652.4019® 

AUSTMA 

btOt Aktoo 00/12/80 

3284b 

33019 

33L19 

31010 

45657 040 

2914H13/8) 

Indcd bids (2/1/91) 

795.75 

79920 

804 04 

74585 

189943 04/2) 

68296113® 

BELORJM 

8EL20O/1/9D 

UUkO 

1167 96 

112(125 

107958 

1235400/6) 

104607(2® 

DENMARK 

Dwetbroo SE 0/1/33) 

26688 

27150 

27430 

26999 

36529 05/1) 

26688(16® 

PMLMB 

HEX Screw) (28/12 90) 

5771 

5862 

5893 

573 9 

935.90 04/2) 

54180(7® 

FRANCE 

CAC Semi 01/12/82) 

48571 

496 70 

4953 

4BL49 

555.9302/5) 

46223(2® 

CM 40 01/12/87) 

185978 

1836 15 

1673 60 

1801.99 

2077 49(11/3) 

1667 72 05/8) 

OEAlAUff 

FAZ Ataitc D1AZ/S8) 

M2« 

62183 

62X34 

60827 

72526(26/5) 

204380(25/5) 

3823406® 

Cawmrntt* Q/12/CT 

17334 

17581 

17655 

16971 

164210 06® 

(MX (30/12187) 

156456 

158755 

159504 

152780 

181157 05® 

146891 05® 

MONO KONG 

Hto)St*|b*<3U7fM) 

5633.13 

54*3*1 

5601.15 

5531 29 

Ub2 5306/7) 

430L7BQ/U 

RELANO 

BEO Overall (4/1/88) 

1204.09 

121903 

1209.78 

119607 

146957 (17/1) 

139607 (11® 

ITALY 

Bn Cora tut (1972) 

354.93 

37314 

37904 

36709 

5515916/3 

354.93(16® 

MIBCewl 0/1/92) 

HbO 

7330 

7460 

7208 

1S66.CC c/a 

(8600 06® 

JAPAN 

Mouiib/spn 

17944. 70 

(d 

1847140 

18107.69 

23B0U8 (6/1) 

14309.4101® 

Ttijo SE (To*W WHO 

135260 

fd 

138X11 

136985 

1763.43 (6/11 

110250 (U® 

2rt Ssxkw 14/1/68) 

17711B 

Id 

1784.96 

1793-59 

243985 (6/1) 

150277U9® 

MALAYSIA 

K1SE CowpaHt 14/4/86) 

58515 

58591 

SG3.74 

56079 

61986(200 

5466304/1) 

NETHERLANDS 

C8S THRja6ra(E*d 1983) 

2936 

2904 

2924 

S4J 

314.90(9® 

2155006® 

274.00 0/11 

CBS AH Sir <Ead 1983) 

1979 

1958 

197.1 

19X1 

189.70 (25® 

NORWAY 
«• SE art 0/1/83) 

5032 

56786 

58364 

55738 

77274 Q8® 

33243 05® 

PfdLBririNES 
llawU Owe (2/1/8S) 

1433.44 

142927 

141851 

1417.16 

1560.95 01® 

1083.01 07® 

S8AQAP0RE 

SQ C2W75J 

365J0 

36834 

366.93 

36642 

416.99Q1/1) 

354.15 09® 

SOUTH AFRICA 

J5E EiM QB/9/78) 

914.0* 

6940 

905 0 

8570 

132780010 

85700 00® 

1SE kxtarUl (28/9/78) 

40870* 

41320 

41040 

4K0.0 

968980(4® 

397X00 04® 

SOUTH KOREA.* - 
Korea Cows Ex H/ 1/BO) 

539 JO 

54482 

S5L31 

id 

69L48B0 

45987(21® 

SPAIN 

l/Wrid SE 00/12/8$) 

21125 

21388 

214.94 

20881 

2665108/2) 

203.76(26® 

SWEDEN 

ARaserHcs Cca U/2/37) 

7406 

7450 

7599 

7203 

10145001® 

7013)00® 

iwitudAM 

Sate Bart trt. (31/12/58 

8538 

8484 

8573 

8373 

86X4001® 

74850(8® 

SSCGnol 0/4/87) 

6389 

6348 

6421 

624.9 

682J0U1® 

596.48 (26® 

TAIWAN" 

Wthbiid Price OORifU) 

366*52 

371672 

368584 

» 

53916300(1) 

36645206® 

THMLAND 

Brapb SET D0W73J 

81333 

817.74 

817.95 

SOL 90 

83239(7® 

66784 09® 

WORLD 

MS. CJOT21 MJ Q/1/7B (S 

4983* 

5078 

5092 

50X7 

5421017/D 

467580® 

Ew* Tep-UO QU6/9D 

844.98 

83581 

84981 

81814 

97655(25® 

13299(3® 


'-SiUrVaj Sedmtfr 1£ Talnaa WtfgHed Price: It). Kona Corap Ex. (cl 
4 c -y— u official itcakriatlto. *Caicuiatrd at 1500 GMT. 

Base values of all Mas are 100 earn: Austria Traded, BE120, HEX Cm, MIBGcx, Bn Tcg-100, BEQOwall 
art OAK - £000. JSE Gold - 255 7. JSE 26 totosirtols- 2643 and Australia AD Ordlory art Mtotag-500; (c) 
Closed, (id Unnallabk. 


TOKYO - Most Active Stocks 

Wednesday, September T6, 1992 


Nippon Mining 

Stock* Oealng Change 
Traded Price* on day 
1-2TO 506 +3 

ItoxutMaM Hvy ._ 

Stuck* CtoaSng Change 
Traded Prices on day 
03m 541 -18 

drawn Croat 

04m 

1870 


Full Bank 

08m 

1.700 

-140 

Mai# Ml* Proa ... 

0.4m 

1J380 

-30 

NPN Sloe) Corp . 

02m 

300 

+ 5 

Nihon NohyaJm _ 

OJm 

1,140 

-40 

Nomura Sac 

02m 

1.650 


Show Danko 

QJm 

318 

e 

Wil-Hat Hvy ind . 

02m 

ass 

-11 


(Excuse us for asking) 


IS THIS YOUR OWN 
COPY OF THE 
FINANCIAL TIMES ? 


Or do you rely on seeing someone else's? The FT is read by four times as many 
senior European businessmen and women as any other international newspaper.* Make 
sure you're one of them by getting your own copy daily. . r «Kmi 

OUR SPECIAL INTRODUCTORY SUBSCRIPTION OFFER IS AVAILABLE NOW! 

For more details please call Gillian Hart in Frankfurt on 49 69 L568S0. 


FINANCIAL TIMES 

IU * OP | 1 IIABikUMWIPtfl * 
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FINANCIAL TIMES THURSDAY SEPTEMBER l? .*>2 


4 pm close September 16 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 




a ige 

YM. PI Sfai Ctai Prev. 

Dhr. % E 100» High LowChwte Cto** 
DM *0 18 69 12411% 11% -% 

oia oaei 5M 22% zz* a?* -% 

1-32 2.8 234539 00* 5S% 58% -1% 

219540 581} 57* H 

18 8S 1% 1 *9 t% 

200 5 5 24 789 H% 33!* 36% 

34% Z6% Abbott Lah QM 2.0 211108 30>* 38% 29* 

137* 11% AOKIbl Pi 090 40 6 17 12% 121* 121* 

1 1*8 10% (CUGffhtr 108 94 156 11% 11>t 

10% 91* ACUOxOmi 0.91 9 1 
9*1 B%«M(jw$p 089 9.4 
«% 10 1* acw &« 5c 1.08 9. 


1992 

High Low Stock 
15% 11% AAR Corp 
26 IBAlucsAl 
60% 52% AMP Inc 
00% 55 AMR 

2% 1% ARX 
93% 33% ASA 


11% 


10% 8% ACM MM i 099 9.4 
12 % 


8% 

I1«i 


20a io o% 

177 9% 3% 

239011% 11% 
3AlulO% 10% 10% 
11% 
7% 
«* 
15% 


38% 

M% 

5% 

30% 


19% 

38% 

12 % 

5% 

39% 

38% 

n% 

30 

14% 

S% 


. 10% Mil Unci i MS 10 3 403 11% 

11% 4% Acme Chwa 0.40 5.8 13 222 7% 6% 

8% 4 % Acme Bad 35 S 4% 4% 

33% 15% Acuson 101021 16 015% 

19% 16% Adams Expr 0.48 Z5 0 52u19% 13% 

43% 29% Ad Micro j CH 7.8 155 38% 

21% 7% Ad Micro P 300247 47078 12% 

9% 4% Advem Qrp 0.16 29 68 101 9% 

40% 33 flagon ACfl ■ l® 4J 7 6 39% 

47 38% Aetna LI Z76 7.1 101182 39% 038% 

12% B%AMA a» 2.1 13 370 11% 11% 

34 24 AJUC 044 1.5 145484 30 % 28% 

19% 14% Anmansan 088 81 82120 14% d!4% 

22% 6% AJIaen Inc 9 357 5% 45% 

48% 38% Aff Pr On 088 1 9 191251 45% 45% 45% 

29% 12% Alrbne Frl 0 30 20 29 860 15% 14% 15% 

34% 22% Airgas Inc 24 184 29% 29 29% 

12% 8%Atneue 1 6814 0 9 34 12% 12 12 

104 90% AUPW8 IB 8.16 80 (1D0 103 102% 102% 

usico% aiob 82sc are m zioo im% 104% ioa% 

11% 10% AUPwOpPI 0 87 BO 14 10% 10% 18% 

23% 17% Alaska fur CL20 1. 1 9 284 17% 17% 

21% 137* Albany UU 035 2358 « 1S% 14% 

32 21% AJCuhir 0 004 1.0 18 64 24% 24% 

25% 19% AlCuhw A 024 1 0 20 25 23 % 22 7 « 

47% 38% Albertsons HU 1 4 241538 45% 44% 

22% 18% Alcan Alum OX 16 481539 18% 18% 

43* 33% AIM Stand 092 2 6 16 384 96 % 35% 

23% 15% AfexBrown 0 40 2.4 4 281 16% 16 16% 

25% lSAtotrAltt. 1 00 4 1 1K 563 24% 24% 24% 

36% 27% Adegh Lud 0.8a 26 25 107 34 % 33% 33% 

48% 41 % AHoflh Ppw 330 8 B 1? 781 48% 46% 48% 

31 22% Alton Gp 1 76 8 1 3S 28% !B% 28% 

30 18% Allen Con 020 08 15 144 24% 23% 24% 

27% SO% Allergan 04Q 1 7 16 894 24 % 23% 23% 

39% 29% AJlnca Cep 240 7 3 12 243 33 32% 33 

12% 9% AJInee Gl 018 18 180 9% 9% 

21% 1B% Aid Irian 0 82 40 12 4 19% 

61 % 40% Alld S4fl 1 00 1 8 476059 55% 

11% 9* AlsdUunTr « 0 7G 7.1 127 10% 

9% 8% AbOncOp * 072 82 409 8% 

10% 9% AJalMnlnc 0 76 83 100 9% a 9% 

10% 9%AbWnlnci 080 62 19 9% 9% 

43% 34% Alltel Crp 1.48 as 171335 42% 41% 

B% 5% ABwxale 17 625 5 % 5% 

80% 81 Alcoa 160 232S52272 69% 67% 

55% 38% Ales Cp A 804489 47 % 47% 


+% 




1092 

High L4W Stock 
49% 40% Ball Allan 
13% 9% BeU tadux 
56% 42%BeSSoulh 


♦* 


-% 


«5 


-'4 


-% 


17% 

15% 

24% 

23 

45 

18% 

35% 


+% 


19% 

54% 

10 % 

a% 


10% 

a* 

17% 

10 

% 

13% 


11% 10% AmGovtnc OX a6 665 11% 

B% 6% Am Prods 0.22 JJ 14 48 6% 

23% 16% Atnox 0 80 4.5 471817 17% 

12% 8% Amu QOM 0 08 0 8 321403 10% 

U £ Ambose Cp 0 50 ii 

25 13% Amoral bid 048 35 10 788 13% 

50% 36% Anwada Hi i 0 60 1 2512843 49% 48% 

10% 10 Am Ad] A 068 66 2E6 10% 10% 

34% 22% Am Biril* 011 03408667 32% 31% 32% 

49% 42% Am Brenda I 75 3 7 111445 47 % 46% 47% 

20% 1S% Ad Buld M 0.90 Z9 12 S 17% 17% 17% 
0.70 28 12 29 24% 34% 24% 
0.84100 137 8% 6% 8% 

188 7.9 37 83 21% 21 21% 

1.24 83 0 3 20 19% 19% 

66% 53 Air Crowd 1.65 28 141281 59% 59% 50% 

35% 30% AIK El Pom 280 74 132129 32% 32% 32% 

24% 20% Am Express i oa 4.4 139813 22% 22% 22% 

50% 40% Am Genl Co 208 43 10 760 48% 48 48% 

0.77 82 571 0% 8% 6% 

2 71 119 111359 23 % 22 

084 27 15 4 31% 31% 

280 3 7 159270 70% 69% 

0.7540 0187 4 2 2 

OS6 0 6 124018 85 T * 04 % 

0 18 % d 

2001143 98 1% 

1.00 8 7 645 11% 


9% 

19% 

35% 

10 % 

8 % 

9% 

9% 

42% 

S% 

68 % 

47% -1% 


-% 


cn-gs 

YM. P» 91s Clott Pra*. 

Mv, % E 100a MM Low Quota Oom 
260 5 4 148432 48% 47% 48% +% 

040 3.9 145; 1 DO 10% 10% 10% 

2.76 53153885 52% 61% SS% 

48% 30% Ban AH A 02* 10 33 23 «5% 45% 49% 

29% 19% Bern Is 048 1* 24 313 28% 27% 28 

58% 50 Banal 4JP 4.30 8J 2 52 Si 52 

87% 58% Band 280 4.8 10 388 01% 61% 61% 

23% 18% Benetton A 033 17 11 9 18% 19 19 

1% % BanguM B 004 4843 301 % ii % 

9950 6575 Barbsh Hwy 33*100 9225 9150 9225 

Z* 16% Berlitz 006 Z4 2 32 23* M* 23% 

14% 10% Beny Mr » 050 4 8 18 79 12% «% 12% 

28 14% Beal Bur IB M? 18% 17 J» la % 

28 20% Bedi El 2 250 100 58 24% 24% 24% 

51% 40% BeWim Pf 400100 39 49% 48% 48% 

17% 1 1 % Bethhm 3* 0.40 12 12514 12% 12% 12% 

10% 7% Beverly Bn 302827 9% 9 9 

28% 18 BUrcmtl MO 0.6 42 51 17* 17% 17% 

31% 20% Blrmlngm S 000 2 1 14 553 24% 23% 24% 

25% 15% (Had 8 D i 0.40 ZO 232756 19% 19% 19% 

32% 25% Black H PL 104 4,4 18 72 28 % 27% 28% 

11% 10% BduekAM* 0.83 80 H» « <0% 11 

10% B% BWntMnc * 035 00 804 10 9% 10 

11% 10 BttTEkTd x OBO 8 5 397 10% 10% 10% 

41% 30% Btott NRx 0*8 16 291888 34% 34% 34% 

13% II % Btockbuan- x 004 09 20 ABB 13% 13% 13% 

8% 7% stua CWp 078 9 8 65 8% 8 8% 

8 199 8% 8 8% 

1.00 2* 7IWI 36%d3S% 35% 

0 80 3.1 5 391 19% 19% 19% 

006 IJ 18 168 4% 4% 

2.10 «.l 12 325 17% 17% 

2.1011.7 13 274 18 17% 

28 
23% 

1.48 9.7 *0 15 15 

8.88 U 5 104% 104 

110 6.0 142082 20% 19% 

027 1.7 2097 18 16% 

140 7.8 12 B 31% 31% 

1.88 OB 12 268 44% 43% 

35 831 40 % 40% 40% 

276 4.1 187998 67 % 86% 87% 

218 4 A 61487 49 % 47% 49% 

388 S-2 10 124 42% 42 

ISO 7 7 197033 46 % 45% 

30% 


+% 


12% B% BMC led 
54% 38% Bod ng 
25% 18% Batts Cite > 
6% 3% Bdl B 8 N 
22% 13% 001*1 Of 
Z4% 14% Badn C8U 


-I 


3»% 27% Barden Inc 129 42 145333 28% 
22% 18% Badn Ce« 226 10.0 22 34 u23* 


18% 14% BatnE PIC 
108 100* Basin Ed 8 
27% 17% BOMttr X 
23% 1«% Brazil Fnd 
32% 28% BBS Prop x 
54* 41% Briggs 8 3 
41% 29% Bonder hit 
90% 82% Bristol M 
57% 39% Brit Alrwy 
43% 40% Brit GOS 
88% 43% BP ADR 
31* 37* BP Piudhoa 3.15101 7 234 31% 


4% 

17% 

17% 

25 

22% 

15 

104 

20 

15% 

31% 

43% 


-2 
+% 
-% 
-% 
+% 
-% 
-% 

. -% 
42% -1% 
46% *% 


225 008 (M- 05 
094 0.4 203912 10 9% 

4.48 7.1 111081 63 % 62% 


31% 
U 
10 

_ 62% 
20 20 % 
34 34% 


11 % 

6% 

17% 

10 % 

ioi 

49 

10% 


31% 22* AnBuaPrd 
6% 7% An Cj* ttc i 
21% ia%AmCspUi 
20% 18% Am C*3 CM 


+% 


9* 8 Am Govt ti 

37 21% Am Him Pi 
32% 23 An Hmq* » 

84% 66% An Hem Hr 
3% l% Am Hotels 
96% 82 Am Ini Gr 

2% A Am Intmf 
8 % 1 % Am Infl Pi 
12% 10% An Ope lae 


48 30% Am Presdi OBO 14 7 134 43% 
10% 7% Am RmI Es 150190 8 a 7% 
3% * Am Silo Bd OzlOO 1% 


1 % 

11 % 


22 % 

31% 

70% 

1% 

94 % - 1 % 

A 


-% 


i% 

n% 


42% 42% 

7% 7% 

1% 1% 


40% 30% Am Stores 0 70 1.B 171087 39% 38% 39% 


132 3 0 9312TB 44% 44% 44% 
1.25 6.4 6 18% 18% 19% 

022 3 8 II 236 25 % 25% 

352 52 141036 57% 87% 

128 40 IS 5 32% 32% 

0 435 A % 

068 4 5 15 127 15% 15 

1.02 8.7 1 68 u1t% 11* 

2 2D 42JS5K5E2 


46% 38% AT8T 
20 16% Am VU 5% 

28% 20% Am Watr 
70% 48% Ameriladi 
36% 29 Amsron Ire 

2% A Amea Dt Si 
18% U% Ameaiinei 
11% 10% Amev Sec 
52% 41* Amoco 
8% 5% AmpcoPm 
12% 4% Amre Inc 
31% 21% Amsoudl x 1.04 37 12 194 
5% 3 Armor mp 7 £61 

31% 18% Ansdarko a 030 1 0M*1982uS1% 30% 31% 
11% 8% Ansiag Da* (081094 10% 10% 10% 


25% 

67% 

33% 

% 

IS 

11* 


-% 


030 62 a 116 
0 12 2521 92 


uS3 51% 52% +1% 
6% 5% 5* -% 

4% 4* 4* 

28 27% 28 

3% 3% 3% 


1% 0.05 BP Wts93 
15% 9% Brit Steal 
70% 53% Brit Td 

21% 15% Broad Inc 020 1.0 5 103 20% 

34% 28 Brooklyn U 1.94 5.7 16 134 u34% 

90 72 BramPormiiB 244 28 15 71 66% 85% 85% 

28* 21 Bern Crp n 1.80 SO 27 341 26* 26% 28% 

10% 5Brmm*3hrp 032 52122 33 6% 6 6% 

24% 19% barring T i 0.66 263005306 24% 23% 

3% T%BRT 1 16 2% 2% 

17* 12% Bruunridc 0.44 33 461187 14 13% 

19 12% Bnttft WH i 020 1.110 114 17* 17% 

31% 25% Buefcoye PI 2.80 8J 12 94 u31% 31* 

17% 15% Bunker HM 1At 05 0 12 16% 16% 

15 11% Burger K 1 I.G611.120 36 14% U 

17% 11 Burt Coat 14 135 18% 

47% 33% Burt Horn 120 32 123005 37% 

43% 33 Burin Rose I 050 \2 284149 43% 

18 14% Beams fc * 1.70112 76 54 15% 


-% 

-1* 


24 

2 % 

13% 

17* 

31% 

16% 


>6 

36% 

42 


16% 

37% 

42% 


+% 


IS 15% 


- c - 

37% 28% CBI tod 0.48 1.7 18 683 ZS% 26 28% -% 

213% 132% CBS toe I JO 0.6 431000 209* 208% 206% -1% 

1% % CCX bid 3 4%%% 

% %CF Incuts 018509 0 12 A £ £ 

22% 14% CMS Energy 048 06 862036 17% 17 17% 

104% 78% CNA nm 12 384 09* 88 % 88% 

51% 39* CPC Ind 1J0 24 182583 50% 49% eg* 

27% 15* cn Corp 098 33 10 174 17% 18* 16* 

67 * 54% CSX 1.52 23 125018 60% 99% 59% -1% 

24% 17% CTS Corp 0.75 37 33*100 20% 20% 20% 

33% 29* CaueSWIrs 033 39 IB 808 29* 29 29 -> 

65% 42% Cadatton 271465 63 % 81% 61% -2% 

52% 31 * Calm Corp 1414 2J 17 120 62 Si % 51 * 

17% 10% Cabot OAG 0.18 09HS 289 u 17% 17 17% +% 

29% 16% CedeciDaga SS 941 19% 19 19 -% 

41 2SCassani Wl 111412 38% 35% 35% -% 

S* 1 * Cal Bed E i 020107 7 3 2 2 1% 

4* 2% CaVad Inc 012 4.8 0 311 2% 2% 

26* 16% UpKCHai 018 1.0 192677 16% 

26% 20 CaU mat Co 0 A* 30 38 81 21 

1% % Canon toe 0 82 £ 

43% 31% Campbol S 078 241 (92544 38* 38% 38% +% 

A * CampW Rs 14 335 13 lj A -h 

16% 13% Can Pac 027 20 5 194 14 13* 13* -% 

0 20 00 19 283 455* 491 451 -0 

132 £2 10 682 61* 81% 61% 

120 3-B 10 31* 31% 31* 

338 94 10 664 35% 35% 35% 

o 38 a £ A 

128 32135 14 42% 42% 42% 

o i/I a % % 


. 2% 
die 16* 
20* 21 
0% A 


40 2*% Angaflca * 092 X811 302 26% 28% 25% 
0* 51* 


10 % 10 * 
43 * 44% 
19* 20* 
10 % 10 % 
6 * 8 * 


60* 51* AnhsrBadi 128 34 156807 S3* 527, 53% 
28 25% ANfl PpePt 368103 3 28% 28% 26% 

47* 31* Arnhem 17 540 38% 37* 38% 

14* lOAnOwny In 044 4i 13 199 10% 

49* 39% Aon Corp 14S8 33 11 680 44% 

31% 12 Apacbe Crp 026 1 J 224890 20% 

II* 9% Am ton F I 034 83 353 10% 

10% 8APH 112 157 6% 

102 96% AKHUPwPI 8.12 80 1100101% M1% 

8% 5% Appid Mag 1 181 5* 5% 

31% 22An4ieiOan 009 04 163819 25% 34* 25 

47% 38% Amo Ctwnl 360 E7 22 48 43% 43% 43% 

14% 5% Arc Alask 14 119 13% 13% 13% 

12% 6% Arkla 028 38268 944 10* 10% 10* 
40% 29% Arida Pf 300 7 9 33 38 37* 38 

40% 32% ArmOQ A& 4J01D3 7 44 43% 43% 

7% 4% Armen Inc 1 856 6 % 8% 8% 


102 + 1 % 
5% 


3 


24 23% 
13% 13% 
7* d?% 
30 29% 
13* 13% 
u2B3 2B1% 


19 Armco ZIP Z10 83 4 23* 23% 23% 

28 Armstrong 120 40 26 396 30% 29* 29* 

25 Am* El PI 1.94 5 B 20 33 33 33 

14% Arrow Bee 381701 21* 21% 21% 

11% 4% Artra Orp 1 50 5% 5% 3% 

29% 20% Arvin Ind 069 3320 871 29% 29 29' 

31* 19* Asorco Inc 080 3.031 385 28* 26% 

38 23* AshW Com 040 1.6 11 73 76 25% 

34 22% AsMnd OH 100 4 2 12 828 ' 

17 12% Aala Pac P 1.8213 6 24 

14* 7% Assal burr 235319 7 532 
3SlB%AaM0a» 0.12 0 4 36 470 
18% 12* Allilone 1.00 7 3 15 57 

281*35% Ad Rk* 2 280 1 0 3 ... 

39 30* Atlnta Ga* Z08 5 8 16 87 37% 

8% 4% AdnU Sea 0.40 8011 5 5 

4% 19% N» Egj 

119* 08% AB Rich 550 4.B 32812flul 19 
7 3% Adas 25 825 4 

33 Ifl Aonoo Engy 124 &6 16 81 22 
13% 9% Alwds ADR 050 4.7111122 10 
10% 4*AudhW1d 15 17 7% 

13% 8% Augal 0.40 33 10 149 11% 

10% 7 Austria FiJ 013 15 131 8% 

49 38* Mon DU i 0 46 1.0 251340 48% 

4% 2 Avalon Egy 2 68 2' 

28 22% Awemco 0 40 17 25 8 23 . 

30 23% AvIMt Inc x OBO Z1 201618 S9% 

63% 44 Avon prods 1 00 30 241716 53 % 52% 53 

26% 13% ' ‘ 


24% 19% MMC Egy * 152 6.6 11 425 23^ 231 


i Aydln Corp 



6 117 13% d13 13% 


- B - 


16% 7%BETA0fl 053 7 2 5 346 7% d7% 

8% 6* Baimeo asa 29 13 10 7 6% 

19% 17 Bober Pam 1 « 6 2 287 18% 18% 

25% 15% Baker Hugh 048 1BI07491S 25% 24' 

38% 22% IMMr Be m 052 19 21 82 27% 27 

39% 31% Ban Corp 124 39 13 626 32% 

8% 4% Bally 8 290 4* 

24% 19% BAtoGSE I 144 OS 162002 22% 

9% 4% Bait BnhCp 060 92 0 112 6' 

50 42% Banc One « 128 29 132298 44 
9% 2% BancPIrde 3 25 8 

30 23% BancoBII V 131 5 3 4 143 23 



8 * +% 

23 -2% 

16% 15% BaocoCoWH 7 85 16 16% 16 -% 

52 41% BdpHowall 129 30 9 358 42% 42 42% -% 

73% SB* BN* ht > 0 60 09 21 89 67% 66% 67 -% 

49% 35* BankAfflrtea 130 2 9 99111 45 % 44% 46% 

78% 55 Bank Boas 5.60 73 2 72 72 72 

25% 11% Bank Bean 040 ZI 83702 19% 19% 19% -% 

44% 31 8» Borin P 120 7.7 26 41% 41% 41% +% 

43% 30 Bank New y 1.52 3 7 111829 42 % 41 41 

47% 42% Bai*Am A 3 25 7 0 66 46 % 48% 46% 

83% 72* BankAm B in M 25 81% 80% 80% 

88% GOBankarsYr 2 80 4 5 71889 83 % 82 82% 

30% 20% flare to AOH 2.07 6.B81 257 23% 21% }3% 

34 22% Bard |C R) 0.52 18 341242 29 % 29% 29% 

38% 28% Buna C*p 140 4 8 14 12 29% 29 29' 

40% 31 Barnett Sk 142 3.7 181 BIB 36 

7% 4% BaroW n 620 2 7 353816 u7% 

8% 6% Baida Ml 0 10 1-5 39MOS 6* 

60% 44% Bausch Lmb 400 rs 322440 52% 

40% 32% Baxter x 0 98 Z 5 168549 34% 

26% 20* Bay Si Gaa 1 38 5.B 18 228 24% 

25* 31% Bd Tr 1838 1.82 7 4 16 34% 

19* W% Bear Stms 080 39 51657 15% 

46% 43% BearSiPtA 325 70 Su48% 



15* 

, 48% 

23% 18% Bearings 0 84 IB 70 134 17% d18% 18% 

j Beckman In 0.32 14 IG 263 22% 28 22* 

t% BUM Mi 1J0 IS 151315 75* 

5% I 


23% 17! 

78% 641. 

37% 25% Babbng Hy 064 ZI 22 2 30% 


76% 76% 
30% 30% 


Interim 

Report 


Even in difficult timet. 


sales and profit 


at a hiah level. Please 


ask for the latest 


VIAG interim reoorl. 


VIAG 


13 12% 12% 
53 52% S3 
47 48% 48% 
1% 1* 1* 


487410% Cap Cl 8a 
65 52 Cap Hldo 

32% 2*% Capdd 18 x 
36% 27% Capro Mge ■ 

% A Coroorcom 
45% 35% Cartttia 
3% % CS'Olco Pe 

20% 12% Coipim Ft 080 4.7160 123 
54% 48% Carotaa Pw 3.16 6J II 713 
50* 41 Carpenter Z40 5.12SHH9 

2* 1 Carter How 0 127 

45* 22% Carta riVal 033 1 J 27 389 29 % 27% 27* 

78% 20% Caaede N G 1.40 05 25 78 22 21% 21% 

13 7% Cost! Amer 005 0 6 172485 8% (57% 8 

62% 41 % CaterpHr 0.60 1.2 89195 92% 51% 51* 

10% 8% COI Corp 70 182 7 6* 7 

22% 17* Cedar Fair 136 7313 130 21% 21% 21% 

28 23% CrdtudCCH S 132 7.1 8 25% 25% S% 

47% 28% Camel Crp 090 3021 868 30% 30 30 

20 15% Canlertor 1.80 93121710 17% 17% 

27% 20 Cotton Crp 040 1.7 10 101 34 23% 

30% 25% Canlr Hdsn ZOO 07 12 358 29% 29% 

28% S2% Centr Lod 138 5.7 12 189 24% S3* 

23% 19% Cantr Main 136 6 8 11 881 23% 22% 

23% lgCentrNnp 040 18 20 13 21% 21% 21% 

34% 29% Centr Vrmt ZOO 63 12 51 32% 32% 32% 

30 24% CentrASW 134 63 141871 29 28% 28% 

38% 27% Century 71 044 13 24 497 35% 35 35% 

16% 13% Caridtan 8 381 14 13* 14 

30% 23% Champion x 020 035H) 475 25% 25% 25% 

12% 8% Chaparral 020 1137 6 9% 9% 9% 

13 8% Chart Haa II 711 6* 8% B% 

48% 35% ChaMM Pff= 330 8.1 13 48% 48% 48% 

30% 17% CheseManh 120 53 G8811 23% 22% 22% 

8 2% Chauie B 35 272 7% 


-% 


-% 


17% 

23% 

29* 

24% 

23 


4% 


+% 


1982 

High Low Stock 
15% 2 Crystal Bf 

23% 17% CUC inn 
21 % 14% Cdbro x 
5«% <7* Cv-n-EriW 


Cft'ga 

YM. W Sis Clan Pro*. 1tt2 
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INFLIGHT INFORMATION FROM 
BERLIN TO BARCELONA. 


Because the leading airlines fly to the business centres of the world, they carry 
Europe's business newspaper. So wherever your business lakes you. the Financial Times will keep you informed, in flight. 

Any problems coll the FT Copy line on 49 69 \ 5685 1 50. 
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sateiro* 0X21 10 0% 31% 32% -% 

ISdUedL 0 9141 0 98% 81% +% 

SCI Syren 98 1987 10% 10% 10% +% 

7 280 8% 8% 8% +% 

Scan Cp 044 13 1370 0% 37% 37% 

lEanBrt 14 714 18% 17% 18% 

BeafleU IX 38 10 0% 31% 31% +% 
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Strong currencies reap clear bourse rewards 


Walt Street 

US STOCKS moved erratically 
in a narrow trading range yes- 
terday as Wall Street tried to 
absorb the bewildering events 
in European money markets, 
writes Martin Dickson in New 
York. 

The Dow Jones Industrial 
Average closed at 3,319.21, 
down 8.11, after retreating in 
the late afternoon from a 
minor gain. Trading volume on 
the New York Stock Exchange 
was an active 23l.4m shares. 
The Standard & Poor's 500 
index ended a slight 0.14 up at 
419.91 and the Nasdaq compos- 
ite was finally 1.97 off at 535.89. 

The blue chip Dow index 
declined some 16 points in 
reaction to the Bank of 
England's interest rate rise, 
but then began to rally as 
rumours swept New York that 
the Bundesbank would move 
quickly to cut German interest 
rates. US equities reversed 
direction again when Britain 
suspended its currency from 
the European exchange rate 
mechanism and hopes of a Ger- 
man rate cut faded. 

A further domestic damper 
on the market was the US 
industrial production figures 
far August, showing a season- 
ally adjusted fall of 0.5 per 
cent, compared to a consensus 
forecast of a 0.3 per cent 
declina 

International Business 
Machines fell $2% to S82ft In 
active trading after several 
more analysts lowered their 
ratings on the stock and cut 
back their earnings forecasts. 
The move followed news late 
on Monday that another manu- 
facturer of mainframe comput- 
ers, Amdahl, was expecting a 
third-quarter loss because of 
poor market demand. 

Among other blue chip 
stocks, General Electric put on 
$% to 177ft, AT&T lost S'/i at 
$44 ft and General Motors was 
down Sft at S33ft. 

Federal Express, which 
reported a sharp fall in first- 


quarter net income after the 
market closed on Tuesday, 
dropped $2‘i to $36ft. Yester- 
day several analysts lowered 
their earnings forecasts for the 
group and at least one down- 
graded the stock. 

In tbe energy sector. Atlantic 
Richfield moved ahead $27. to 
$119% as an analyst raised his 
forecast for the company's 
third-quarter earnings, citing 
firm crude prices. Occidental 
Petroleum eased $ft to $18% 
after an analyst's downgrading 
of the stock due to chemical 
market conditions. 

Polaroid was unchanged at 
$32% in spite of news that the 
company had unveiled a new 
compact, autofocus instant 
camera. 

General Dynamics gained 
Sift at $79 ft after a meeting 
with analysts on Tuesday at 
which the defence company 
produced evidence that its 
efforts to improve efficiency 
were bearing fruit. Several 
analysts yesterday lifted their 
1992 and 1993 earnings fore- 
casts for the group. 

Canada 

TORONTO closed near the 
day’s low as uncertainty sur- 
rounding European currencies 
and interest rates pummelled 
bank shares, but the overall 
market was only moderately 
down. The same uncertainties 
boosted gold shares, the sec- 
tor’s index advancing 183.2 to 
5.660.3. 

The TSE 300 Index ended 10.3 
off at 3,45 3.8 and falls out- 
scored rises by 318 to 247 after 
volume of 39.6m shares. 


SOUTH AFRICA 

JOHANNESBURG saw gold 
shares reverse early lows as 
uncertainty in foreign 
exchange markets pushed the 
bullion price to five-week 
highs. The gold index rose 19 
to 913 while the industrial 
index dropped 45 to 4.087; the 
overall index was 40 weaker at 
3,138- 


BOURSES drew a clear 
distinction between weak and 
strong currencies in yester- 
day's pandemonium although 
Sweden, like the UK. seemed 
mollified by the extreme reac- 
tion at central bank level. 
writes Our Markets Staff. 

On London indications, Swit- 
zerland and the Netherlands 
put up the best performances 
yesterday afternoon, and Spain 
and Italy the worst. Mr Rein- 
hard Fischer, head of equity 
research at Paribas Capital 
Markets, noted that the Ger- 
mans. in a so-called hard cur- 
rency market, were paying 
DM1.14 for a Swiss franc com- 
pared with DM1.07 a few 
months ago. 

STOCKHOLM had little time 
to evaluate the increase in the 
central bank's marginal lend- 
ing rate, back to 75 per cent 
from the 20 per cent 
announced in the morning. 
The later rise to 500 per cent, 
as the bank moved to protect 
the currency against devalua- 
tion, came after the close. In a 
turbulent day the Affdrs- 
varlden index lost 5.1 to 740.0 
in turnover of some SKr430m. 
down some SKr599m on Tues- 
day. 

ASIA PACIFIC 


FT-SE Eurotrack 1QO - Sep 16 

Hourly changes 

Open 1 0.30am 11 am 12 pm 1 pm 2 pm 3 pm close 
1037 96 1037.63 1037.66 1041.C6 1048.51 1049.50 1047.91 1053.63 


Day's High 1057 53 

Sep 15 Sep U Sej 

1051.69 1073.79 102 

Bow, rtljo !0 CqT»1C^ " 

Mr David Langmuir of James 
Capel said that the massive 
interest rate rise would stop 
any speculation against the 
krona, but such a rate could 
only be held for a few days. 
The Riksbank later said that 
"considerable inflows of cur- 
rency" had been noted after 
the rate rise was announced. 

A stronger dollar helped 
some sectors, especially for- 
estry. with Stora free shares 
rising SKr9 to SKr220 and SCA 
free shares gaining SKr2 to 
SKl285- 

PARIS moved from lows in 
the morning session, reflecting 
news that President Francois 
Mitterrand had had cancerous 
tissue removed and the first of 
the day's two rises in UK inter- 
est rates, to gains in late trad- 
ing. 

Some analysts said that the 


Day's Low 1034.13 


Sep 9 
1021.42 


market was given the boost by 
expectations of an EMS 
realignment today, accompan- 
ied by a devaluation of sterling 
and a further cut in the Ger- 
man Lombard rate. 

Currency movements and a 
rise in the bond market fed 
through into equities and the 
CAC-40 index closed up 23.63 or 
1.3 per cent at 1,859.78. The 
index had earlier seen a low of 
1.786.37 while turnover rose to 
FFifl.-lb n from FFr2. 4 bn. 

FRANKFURT see-sawed but 
ended almost even, the DAN 
index closing just iS9 lower at 
1,584.56. Investors returned to 
German shares near tbe end of 
the session, via orders from the 
futures market, after the 
Netherlands and Belgium 
announced cuts in key interest 
rates; by then the market was 
talking seriously about further 


German cuts and realignments. 

The speculation on another 
German interest rate fall - 
with the weekend cuts 
reflected in a further drop of U 
basis points, to 7.91 per cent, in 
the Bundesbank's average 
bond yield - prompted active 
trading in bank shares. Deut- 
sche Bank rallied DM3.50 to 
DM650.50. putting on another 
DM5 in London later. 

However, the accompanying 
strength in the dollar did not 
do much for carmakers; while 
BMW recovered in the after- 
noon, by about DMs after an 
official close DM2 lower at 
DM547, Volkswagen lost 
DM1.00 in the session to 
DM330.00 and recovered little 
thereafter. 

MILAN incorporated the 
losses seen in London on Tues- 
day afternoon, and after open- 
ing indications of an 8 per cent 
drop the Comit index fell 1841, 
or 4.9 per cent to 354.93 during 
the official session. There were 
wide fluctuations in London’s 
lira-denominated equivalent, 
but it ended less than 0.5 per 
cent down on the day. 

Turnover in Milan was 
extremely heavy by recent 
standards, estimated at around 


L200bn after a climb from 
L?8-2bn last Friday. Banca 
Commerciale Italiana bucked 
the bearish domestic trend, 
dosing L212 higher at L2.7R6 
on speculation that the govern- 
ment wanted to sell its 57 per 
cent stake in the bank, and 
quoting L79 higher at L2.845 in 
the post-bourse. 

Fiat fixed L320 down at 
L3.505 and lost another L5 on 
the kerb. 

ZURICH stood out like a 
good deed in a naughty world, 
the SMI index rising 20.3, or l.l 
per cent to 1.871.7 and, in Lon- 
don, the Swiss component of 
the FT-SE Eurotrack 100 index 
putting on 39 .97. or 3 per cent 
to 1,357.01. 

Dealers mooted the prospect 
of gradually lower European 
money market rates, and there 
was strong buying interest in 
interest rate-sensitive equities. 
In banking, SBC advanced 
SFr6 to SFt266; Zurich Insur- 
ance rose SFr55 to SFrl.955. 

AMSTERDAM was lifted by 
the 0.25 percentage point cut in 
interest rates by the central 
bank and the CBS Tendency 
index closed 0.4 higher at 112.7. 

Financial stocks were among 
the day's gainers with ABN 


Amro up FI 1.50 to FI 46.90, 
AMEV up FI 1-70 at FI 5K30 aufl 
Aegon FI 1-40 higher at FI rc.oo. 

MADRID came off intraday 
lows as the general index lost 
2.63 to 211-25. The market was 
unsettled by activity In the 
rest of Europe and fears that 
the peseta may have to be 
devalued today, some analysts 
said. Post-bourse trading in the 
Spanish component of the 
FT-SE Eurotrack 100 index, cal- 
eulated in D-Marks, reflected 
these fears with a 47 point fall 
to 1.000.79. 

There was heavy trading is 
Telefonica which went against 
the trend, rising Pta30 to 
Pta 1,085 with some 2.7m shares 
traded. 

BRUSSELS, another strong 
currency market, put up a 2.64 
point rise in the Bcl-20 index to 
1,110.60. Petroflna eased BFrlo 
to BFi8,740 with some 15800 
shares traded. 

Banks were heavily traded 
following interest rate cuts 
elsewhere In Europe, General? 
de Banque fell BFr70 to 
BFr6.800 while Kredietbank 
climbed BFrtO to BFN.930 with 
15,800 shares traded. In chemi- 
cals, Solvay fell BFrlSO fa 
BFmjOO. 


Nikkei falls 2.8 per cent to below the 18,000 level 


Tokyo 

TOKYO CAME back from a 
day’s holiday to a fail of 2.85 
per cent in low volume, on 
weak overseas markets fol- 
lowed by index-linked selling, 
agencies report from Tokyo. 

The Nikkei average closed 
526.70 down at 17,944.70. below 
18,000 far the first time since 
September 2. after registering a 
high far the day of 18.42182 
and a low of 17,853.57. Volume 
rose slightly, to 250m shares 
from Monday's 228m. and arbi- 
trage was said to account for a 
lot of the business. 

Declines outnumbered 
advances by 845 to 166, with 
128 issues unchanged. The 
Topix index of all first section 
stocks retreated 30.51, or 2.2 
per cent, to 1,352.60, and in 
London the ISE/Nikkei 50 
index slipped 5.88 to L075£3. 


Many investors had run out 
of ideas after the recent rally, 
which took the market up by 
32 per cent in just over three 
weeks to September 10. They 
were tired, said brokers, of 
buying special situations, and 
while Germany’s rate cut 
encouraged people on Monday, 
they decided yesterday that the 
recent rally has little to do 
with overseas factors. 

Notable declining sectors 
were brokerage, banking and 
lending companies, non-life 
insurance, pharmaceuticals, 
warehousing, airlines, food and 
real estate. Transport was 
mixed, with railway and bus 
shares down and the trucking 
sector making the only 
advance of the day. 

Aids-related issues were also 
mixed. The most heavily 
traded stock of the day, Nippon 
Mining, gained Y3 to Y505, but 
Green Cross fell Y60 to Y1.670. 


ERM worries evident in August trade 

John Pitt analyses turnover trends masked by the holiday break 


E uropean markets had 
plenty to consider dur- 
ing the traditional 
August holiday break. The 
overall 24 per cent fall in 
turnover for the eight markets 
covered In the analysis masks 
the fact that trading was at 
times extremely volatile, and 
that rising mayhem in curren- 
cies reflected itself in equity 
markets. 

Mr James Cornish of County 
NatWest, who compiles the 
monthly data, notes that the 
main reason for the turnover 
weakness, leaving aside the 
fact that many equity dealers 
wore on vacation, “was grow- 
ing pessimism about European 
currency unification following 
French opinion polls pointing 
strongly, for a time, to a No 
vote in the referendum. 

"Investors stayed away from 
tbe potentially weak currency 
markets, presumably because, 
even if they had a view on 
which way the referendum 
would go, they were unwilling 
to make a bet on the result." 

Belgium was the only mar- 
ket to improve on July figures. 


advancing by 19 per cent In a 
recent review Rachael Rowe of 
Kleinwort Benson comments 
that the strong local currency 
and the lowest inflation in 
Europe, then around 2 per 
cent, were the lures attracting 
an inflow of funds. 

However, she adds: “In abso- 
lute terms the market perfor- 
mance over the last month has 
been lacklustre. During the 
otherwise quiet period atten- 
tion has focused on Petroflna, 
following the disappointing 
interim results mid-month and 
the weakening dollar. 

“General market activity has 
been so low that trade in the 
stock has sometimes accounted 
for around half the daily mar- 
ket volume. With little coun- 
teractive positive news to 
dilute this effect upon the 
index, the market weakness 
has been principally due to the 
slide in that stock price. n 

Italy saw the month's biggest 
fail in activity, down almost 50 
per cent from July, as the 
country was almost paralysed 
by political uncertainty and a 
deteriorating economy. On one 


EUROPEAN EQUITIES TURNOVER 
Monthly total In local currencies (bn) 


May 

1992 

June 

1992 

Jul 

1992 

Aug 

1992 

US 

Sbn 

40.80 

40.57 

34.78 

41.38 

1.14 

100.16 

134.26 

100.18 

64.52 

20.03 

125.80 

109.97 

121.51 

101.72 

82-05 

9,747.60 

8.594.77 

11.975.60 

6.039.60 

10.70 

14.70 

12.00 

13.10 

9.80 

7.85 

513.47 

515.35 

538.64 

317.47 

5.71 

13.29 

12.48 

10.89 

9.01 

8.21 

35.35 

34.05 

34.33 

26.68 

65.85 


Belgium 

France 

Germany 

Italy 

Netherlands 

Spain 

Switzerland 

UK 


Voiumaa raptaaaot purchatea and sate. 
itaJia/i data adjusted to Muda otl-markat i 
Source: Counff NarWast WoodfJac. 


day in the middle of August 
turnover shrank to L43bn, the 
lowest level of the year. 

Activity in Spain also slowed 
substantially last month, 
declining by 41 per cent, with 
daily turnover sometimes slip- 
ping as low as PtaSbn, from a 
reasonably healthy dally aver- 
age of PtalObn. 

This is another market that 
has been unable to excite 
Inward investment, with for- 
eigners becoming sellers dur- 
ing August In its overview of 
tbe market, James Capel 


Soma figures may bo revtaaa. 


reports that in the three 
mouths to the end of August 
the construction and food sec- 
tors were the worst performing 
areas, underperforming the 
market as a whole by some 14 
per cent. 

Madrid-based broker FG 
Inversions remarks that even 
a Yes vote in Sunday's French 
referendum is unlikely to have 
a dramatic effect as nervous- 
ness over the Spanish budget 
and a further batch of disap- 
pointing first-half results over- 
hang the market 



Meiji Milk was Y 30 lower at 
Y 1,080 and Nippon Zeon lost 
Y31 to Y692. Biotechnology 
company Nihon Nohyaku 
receded Y40 to YI.140 on profit- 
taking after Monday’s jump. 

Roundup 

WEAK sentiment abroad was 
reflected in most of the 
Pacific Basin equity markets 
yesterday. 

AUSTRALIA’S All Ordinaries 
index dropped 24.0 to 1,506.4, 
with BHP’s 50-cent fall to 
ASll.98 responsible for a third 
of the decline. Overall turnover 
was a moderate AS226-2m. 

Brokers said that there was 
increasing concern about 
BHP’s newly acquired 32 per 
cent stake in Foster's Brewing, 
which posted an AS950m loss 
and made an A$lbn rights 
issue on Tuesday. BHP came 
under more pressure after it 


offered to buy a farther 5 per 
cent of the Foster’s equity from 
Citibank. Foster’s shed 8 cents 
to A$L3B. 

HONG KONG saw steep 
early losses pared by bargain 
hunters, the Hang Seng index 
closing 20.71 down at 5,633.13 
after touching 5.599.10. Turn- 
over fell further to HKSl.l8bn 
from Tuesday’s HK$l.29bn. 

Trade talks and Sino-Britisb 
negotiations on airport financ- 
ing ended yesterday morning, 
but there was no report of 
progress from either. However. 
Jardine Matheson gained HK$1 
at HKS53 on hopes of pleasant 
surprises as its group compa- 
nies announce interim results. 

SINGAPORE fell on institu- 
tional selling of blue chips, the 
Straits Times Industrial index 
losing 15.65 to 1,367.77 in vol- 
ume of 34.6m shares. 

TAIWAN sank in sluggish 
trade on continued worries 


over last week's arrest of tex- 
tile tycoon and major market 
player Oung Ta-ming, and the 
weighted index ended 5&20, or 
1.4 per cent, down at a 20- 
month low of 3,664.52. Turn- 
over fell to a very thin 
T$l3.8bn from Tuesday’s 
T$i&2bn. 

Brokers said overall selling 
was not too heavy as many 
investors believed prices were 
already low. However, stocks 
related to Oung continued to 
plunge, with Hualon Preferred 
losing mso to TS89. 

MANILA just managed to 
buck the trend, the composite 
index closing 4.17 up at 1,433.44 
in increasingly active trade. A 
strong showing by Philippine 
National Bank, in spite of 
reports that it expects a sharp 
drop in 1992 profits, was taken 
as a mild bun point for the 
market. PNB gained 5 pesos to 
285 pesos, as combined turn- 


over at Manila’s two bourses 
rose from 173m to 264m pesos. 

KUALA LUMPUR'S institu- 
tional investors remained 
largely sidelined ahead of the 
Malaysian budget next month. 
Profit-taking countered sup 
port for selected second-liners 
and situation stocks, and the 
ELSE composite index closed 
0.76 off at 585.15. 

NEW ZEALAND followed 
overseas trends to end lower 
on less than average turnover, 
the NZSE-40 capital index eas- 
ing 10.39 to L469.87 in NZ$18m, 
of which NZS6m was in Trie- * 
com. The utility was one of the 
few leaders to rise, ending one 
cent higher at NZJEL32. 

BANGKOK took profits as 
trade slowed down in anticipa- 
tion of the formation of a new 
government after Sunday's 
general election. The SET 
index ended 4.41 lower at 81333 
in turnover of BtB.92bn. 
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(To talk business to 300,000 influential Russians, call +44 7 \ g 73 4263 ) 

From October, the Financial Times, in partnership with Izvestia. Russia’s leading quality daily, will 
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